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Help Yourself to Success 


On September 3 the Executives’ School of Credit and Financial Management, the Na- 
tional Institute of Credit’s summer school at the University of Wisconsin, will present 
diplomas to its first graduates. These men and women are seasoned executives. They 
have “arrived.” Yet they are still going to school. Why? 


Because they know that no matter how successful they have been 
there is still more to learn about their profession; 

Because they know that education will play a large part in their fur- 
ther advancement; 

Because they know that the more one knows about one’s job the eas- 
ier the job becomes. 


You may not be qualified for that school yet but you can take a step in that direction 
by joining the nearest chapter of the National Institute of Credit and working toward an 
Associate or Fellow Diploma and eventually a diploma from the Executives’ School. 
These are the credit executive's hallmarks. 


If you do not know of any chapter near you, you can study by correspondence. Fill in 
the coupon below and get all the facts about the advantages of credit education 
through the National Institute of Credit courses. 


National Institute of Credit 
One Park Avenue 
New York 16, N. Y. 


[_] Please send me details about Credit education by correspondence. 
Please send me the address of the nearest chapter of the National Institute of Credit. 


[| Check if a veteran. 
Address .. 


Address . 
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WHEAD 


The Home of 
Herman Melville 


Ar 
6¢ 4 eINE old farmhouse, 
[ rw mile from any 


other dwelling, and dipped to the eaves in 
foliage — surrounded by mountains, old 
woods and Indian pools — this surely is the 
place to write.” That was Herman Mel- 
ville’s description of Arrowhead where he 
wrote “Moby Dick, or the White Whale,” 
his major claim to immortality. 

Melville’s own life reads like fiction. 
After a poverty-stricken childhood he sailed 
asa cabin boy ona ship bound for Liverpool 





Melville made inscriptions on his favorite fireplace 


and later cruised the Pacific for many 
months on a whaler. When the captain’s 
cruelty became intolerable, he jumped ship 
in the Marquesas and lived among friendly 
cannibals who made him a god. Then he 
worked in Tahiti and spent a year aboard 
a frigate. 

The novels of the sea which Melville 
Wrote on his return to this country imme- 





diately achieved success, and he was hailed 
not only as the literary discoverer of the 
South Seas but as the first author to present 
a true picture of a whaler’s life. 

In 1847 he married Elizabeth Shaw and 
in 1850 bought a farm near Pittsfield, Mas- 
sachusetts, which he called Arrowhead in 
memory of his whaling days. Here he hap- 
pily settled down to writing and enjoying 
himself as an amateur farmer. 
The house, built in 1780, is 
still standing and is at present 
privately owned. 

“Moby Dick,” finished in 
1851 and dedicated to his 
close friend Nathaniel Haw- 
thorne, was Melville’s swan 
song. Most of the literary re- 
views were unfavorable and 
the sales were poor. He was 
never again to experience his 
early popularity and lived to 
see his greatest work ignored, 
though the passing of time has 
brought full recognition to this 
masterpiece, hailed by modern 
critics as “a great prose epic that has no 
equal in American literature.” 

Thereafter, the course of Melville’s for- 
tunes was downward. He lived a life of 
almost complete obscurity at Arrowhead 
and later in New York. The irony of the 
final phase of his career is illustrated by the 
comment of an English critic who wrote on 
his return from America that he had vainly 
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sought for “the one great writer fit to stand 
shoulder to shoulder with Whitman on that 
continent.” And after Melville’s death an 
editorial in The New York Times com- 
mented, “There has died in this city dur- 
ing the current week a man who is so lit- 
tle known even by 
name that only one 
newspaper carried 
an obituary account, 
and this 


three or four lines 


was but 


... Herman Melville, 
a teller of tales of 
the South Seas.... 
He has died an 


absolutely forgotten man.” 


Author of “Moby Dick’’ 


This was the epitaph of Herman Melville, 
acclaimed by many of today’s critics as 
America’s most original author and one of 
the masters of English prose. 


* * * 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American homes and the 
homes of American industry. 


x THE HOME * 
Srrsurance Conypany 


Home Office: 59 Maiden Lane, New York 8,N.Y. 
FIRE e AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, 
writes Casualty Insurance, Fidelity & Surety Bonds 
Copyright 1949, The Home Insurance Company 
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Editorial 


Strange Economic Thinking 


a reduction of Government budgets would cause further unemployment is an ex- 

ample. Such unemployment might really be helpful for there are now more than 
2,100,000 persons on Uncle Sam’s civilian payroll. Another statement is that if any 
economic readjustment whatsoever is in sight, we must resort to borrowing additional 
money and spending it. Apparently, there is no thought of the debt we now owe, or 
the obligation we owe to so many people who hold the debt. It is suggested we need 
to develop a yearly 300 billion dollar economy. Are these dollars to be ten, twenty, or 
fifty cent dollars? We can have a three trillion dollar economy if we inflate to the point 
where the value of the dollar becomes meaningless. 

Such confused economic thinking and the plans resulting from it is one of the 
causes of our present-day world situation. If there was ever a time when people needed 
to think straight and Governments needed to follow sound policies, it is after they have 
had saddled upon them the burden of rebuilding a war-torn world. 

All of these managed economy programs, once undertaken, continue to pile up 
problems, one upon the other and to delay the eventual days when we must meet the 
real issue. When your tax load is beyond the point that it can be absorbed without 
fatal results, the idea that you can make people prosperous by taxing them more is not 
only preposterous but unpatriotic. The idea of spending your way to prosperity is so 
fallacious that even the thought of it is frightening. 

Has the world been wrong in all these years of its recorded history when it has 
demonstrated time and again that thrift and industry are essential to a sound and peace- 
ful economy? Has it been wrong all these years when it has time and again demon- 
strated that strong men and women attain the necessary courage and self-confidence, 
when faced with adversity, to meet it boldly and to sacrifice to overcome it? Has the 
history of the world been wrong when it has shown that really contented people are 
those who work in whatever assignment they may choose, and are properly and fairly 
rewarded for their labor? 

We have reared the youth of the present generation in the philosophy that some- 
one owes them a living. Such a philosophy, if persisted in, will atrophy the very char- 
acteristics of our people which have contributed so much to making this nation the 
envy of the world. It is time that people do their own thinking and become realistic. 
You cannot suffer the damage of two wars without paying some penalty. 

Honesty should compel us to pay that penalty today by hard work and thrift and 
not to shift it to the backs of our grandchildren. 


yar of the economic thinking today is strange, if not tragic. The statement that 
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ican Republic, Haiti, and Pan- 

ama with identical ratings 
shared top position in both credits 
and collections in the 42nd semi- 
annual survey, conducted by the 
Foreign Credit Interchange Bureau 
on commercial credit and collection 
conditions in Latin-American mar- 
kets covering the first-half of 1949. 
Nicaragua also reached top position 
in “Collection” rating and missed 
top rank in “Credits” by just six 
points. Cuba and Panama jointly 
held first position in the last survey. 
This represents the first time in the 
twenty-one-year history of this sur- 
vey that more than two countries 
have been tied for first honors in 
both the “Credit” and “Collection” 
classifications. 

Argentina and Brazil continued 
the declines registered in the last 
three surveys and, with a further 
loss in ratings, remained in the low- 
est classification of “Poor” in 
“Credits” and “Very Slow” in “Col- 
lections.” Also rated as “Poor” in 
“Credits” were Peru, Colombia, and 
Costa Rica, with Peru rated as 
“Slow” on “Collections” and Co- 
lumbia and Costa Rica rated as 
“Very Slow.” 


ics countries—Cuba, Domin- 


REDITWISE, only six countries 
improved their position in this 
survey, while seventeen registered 
declines, and one market, Dominican 
Republic, registered “‘no change.” 
Included with the leaders in the top 
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FOUR COUNTRIES TIE FOR TOP PLACE 


by PHILIP J. GRAY 


Manager, Foreign Credit Interchange Bureau 


“Credit” classification of “good” 
were British, French, and Nether- 
lands Possessions, Puerto Rico, 
Mexico, Venezuela, and Ecuador. 

In “Collections” again only six 
countries showed improvement, 
while the other eighteen registered 
declines in collection ratings, with 
Bolivia and Paraguay showing great- 
est improvement, and Honduras 
and El Salvador losing enough 
points to drop from their previous 
classification of “Prompt” to “Fairly 
Prompt” in this survey. 


N THE survey of terms granted 
, during the first-half of 1949 com- 
pared with those extended during 
1948, greatest changes were regis- 
tered in markets showing delayed 
payments. As might be expected, 
these terms changes closely paral- 
leled collection experiences and in- 
volved all the countries rated as 
“Slow” or “Very Slow.” Major 
terms reductions were registered in 
Argentina where 90% of our Bu- 
reau. members reported granting 
“Less Liberal” credit terms, many 
of them stating that they were com- 
pletely out of the market. In Bra- 
zil, 42% of the members reported 
“No Change” in terms, 5% reported 
“More Liberal” terms and 53% re- 
ported “Less Liberal” terms, again 
with many members reporting tem- 
porary abandonment of the market. 
Similar reductions in terms were 
recorded by 10% of the members 
on business in Chile, 19% in Colom- 





bia, 22% in Costa Rica, 9% in Hon- 
duras, El Salvador and Uruguay, 
and 11% in Peru. Once again, 
terms were virtually unchanged in 
the top-rated markets and only 
minor adjustments were made in 
countries in the middle classi- 
fications. 

The following comments taken 
from Members’ letters accompany- 
ing their survey reports should 
prove both interesting and enlight- 
ening : 


Argentina—‘‘We regret that we can- 
not report on the Argentine, as we 
have not shipped to merchants in 
that country for over a year. We 
have some old drafts outstanding 
and we note that the Control Board 
on May 11, 1949, authorized grad- 
ual amortization of back-log based 
on 20% of the dollar exchange cre- 
ated through exports to the United 
States. Do you have any idea how 
much has been allocated up to this 
time and the dates of the drafts paid 
so far under the plan?” 


Bolivia—‘‘Bolivia has never been a 
large market for us, although we do 
make shipments regularly for nom- 
inal amounts. Our accounts gener- 
ally are paid promptly, although at 
times we run into delays of sixty 
days or longer. Recently, we were 
asked by our representative to ex- 
tend terms of ninety days, but we 
are not inclined to do so at this time, 
because of press reports to the effect 
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IN 42nd LATIN-AMERICAN SURVEY 


(Comparison of Credit and Collection Index Figures) 


(Based on Surveys on Credit and Collection Conditions in Latin America) 


Credit Conditions 


Collections 


July 1949 Jan.1949 July 1948 July1949 Jan. 1949 July 1948 


Argentina 177 190 
Bolivia 239 228 
Brazil 176 190 
British Possessions 286 284 
Chile 216 192 
Colombia 182 192 
Costa Rica 180 190 

uba 291 293 
Dominican Republic 291 291 
Ecuador 250 249 
French Possessions 278 280 
Guatemala 248 276 
Haiti 291 290 
Honduras 215 235 
Mexico 254 258 
Netherlands Possessions 252 276 
Nicaragua 285 288 
Panama 291 293 
Paraguay 218 211 
Peru 190 198 
Puerto Rico 280 281 
El Salvador 214 248 
Uruguay 212 241 
Venezuela 251 268 


219 10 18 39 
212 83 61 55 
210 18 20 35 
283 90 1 92 
190 56 at 33 
210 36 39 .. 43 
180 30 31 30 
291 92 95 95 
289 92 94 94 
240 80 69 64 
282 87 92 92 
270 19 92 90 
289 92 93 94 
247 55 78 80 
250 82 90 89 
281 80 90 91 
278 92 89 88 
292 92 95 96 
208 71 51 45 
223 46 42 56 
280 85 90 1 
248 55 78 82 
220 Ad 56 51 
278 80 88 90 


5¢__GOOD: 250 and up. Lowest percentage 50% good, 50% fair. 
Credit—PaTRiy GOOD: 225 to 250. Lowest pereertaee 23% good, 75% fair. 
FAIR: 200 to 225. Lowest percentage 100% fair. 
POOR: 175 to 200. Lowest percentage 75% fair, 25% poor. 


VERY POOR: Below 175. 


‘ PROMPT: Over 70% prompt or fairly prompt collections. 
Collections—FatRLy PROMPT. 50% to 70% prompt or fairly prompt collections. 
SLOW: 40% to 50% prompt or fairly prompt collections. a 
VERY SLOW: Less than 40% prompt or fairly prompt collections. 


that the drop in the price of tin will 
have an unfavorable effect on the 
country’s dollar exchange.” 

Brazil—“While we have reported 
Brazil as very slow, we should in- 
form you that our experience refers 
to old business. Some months ago 
we reached our set limit of $100,000, 
and since that time we have made 
no further shipments. We have 


asked for letter of credit financing, 
but buyers seem to. be unable to ob- 
tain letters of credit from their 
banks. The new decree effective 
July 1, 1949, makes us feel some- 
what more at ease insofar as old 
drafts are concerned, but we are 
making no new shipments on a draft 
basis until we get reports of an im- 
provement in the country’s exchange 
picture.” 
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British Possessions—‘‘Payment expe- 
rience on our shipments to the Brit- 
ish West Indies has been favorable, 
but while we have an active repre- 
sentative there, the small volume of 
business done by us in this area is 
the result of the critical dollar ex- 
change shortage in England. How- 
ever, regardless of developments in 
England, we believe that just so long 
as our customers get an import per- 
mit, dollar exchange will be made 
available promptly. That has been 
our experience to date at least.” 


Chile—“Notwithstanding a payment 
experience that has not been too 
favorable, we have _ continued 
through the years to ship to Chilean 
buyers on a dollar draft basis, as we 
have a very excellent representative. 
He follows all items very carefully 
and we have never worried about 
eventual payment. Recent state- 
ments, however, by the Finance 
Minister to the effect that the drop 
in copper prices will short the dollar 
fund by over US$27 million this 
year and over US$43 million next 
year, gives us some cause for con- 
cern. If our payments begin to slow 
up more, we are seriously consider- 
ing the requirement of letter of 
credit coverage.” 


Colombia—“Last April, when the 
Foreign Exchange Control Board 
ruled that exchange permits would 
be granted each week only for an 
amount not exceeding the total pur- 
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chases of gold and foreign exchange 
made by the Bank of the Republic 
during the previous week, we had 
hopes that shipments would be paid 
for more promptly. Unfortunately, 
it did not work out that way. Our 
drafts are delayed for longer periods 
and we can only conclude that the 
country must be building up on its 
backlog of commercial debt. We have 
cut down on our volume and will 
ship on a draft basis only to old cus- 
tomers in excellent standing.” 


Costa Rica—“‘Our report to you does 
not include Costa Rica, as we have 
been out of the market for a year or 
more. We understand that the delay 
on First Category merchandise is 
about eight to ten months. We will 
be glad to have you communicate 
with us when you see signs of im- 
provement.” 


Mexico—“Sales by us to Mexican 
buyers have held up very well dur- 
ing the past year, notwithstanding 
the severe drop in the value of the 
peso, and all our invoices have been 
paid promptly. According to reports 
from various sources, Mexico is still 
suffering from an adverse trade bal- 
ance with the United States and we 
intend to watch developments care- 
fully. If payments begin to slow up 
as the result of a dollar shortage or 
devaluation we will reduce our vol- 
ume to fit existing conditions.” 


Nicaragua—“You will note from our 
report that we have marked Nica- 
ragua as prompt. Our experience 
perhaps will differ from the experi- 
ence of other exporters, so we might 
explain that our buyers are all ex- 
cellent credit risks and our merchan- 
dise is in the essential classification. 
We note from published reports that 
the country’s gold and dollar ex- 
change resources are small, but we 
feel that serious efforts are being 
made by the Government to keep 
imports from the United States in 
line with dollar exchange.” 


Peru—“As compared with volume in 
previous years, our sales to Peru are 
not too substantial and we can only 
assume that our merchandise paid 
for at the free rate is running into 
buyer resistance. Reports from our 
representatives with respect to fu- 
ture shipments are not optimistic 
and we look for a further contrac- 
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Current Survey of Collections—July 1949 


(In percentages of replies received) 


Prompt 
Argentina 2% 
Bolivia 71 
Brazil 7 
British Possessions 85 
Chile 41 
Colombia 95 
Costa Rica 19 
Cuba 88 
Dominican Republic 89 
Ecuador 63 
French Possessions 83 
Guatemala 62 
Haiti 88 
Honduras 47 
Mexico 68 
Netherlands Possessions 16 
Nicaragua 87 
Panama 88 
Paraguay 55 
Peru 39 
Puerto Rico 80 
EI Salvador 43 
Uruguay 37 
Venezuela 70 


tion of sales unless imports into the 
United States from Peru can be 


stepped up.” 


HE 306 American manufacturers 

and exporters contributing to 
this survey are located in all parts 
of the United States. They repre- 
sent a veritable cross-section of 
American products, the majority of 
them reporting on all the markets 
included in this survey. In compil- 
ing this survey, no consideration is 
given to the question of Govern- 
mental debts or service obligations, 
and the classification of “Credit 
Conditions” reférs to the situation 
within the various Latin-American 
markets from the commercial point 


Fairly Prompt Slow Very Slow 
8% 12% 78% 
12 12 5 
11 32 50 
5 7 3 
15 23 21 
11 38 26 
11 31 39 
4 5 3 
3 4 4 
17 12 8 
4 7 6 
17 14 7 
4 4 4 
8 26 19 
14 11 7 
4 12 8 
5 4 4 
4 5 3 
16 16 13 
7 23 31 
5 7 8 
12 24 21 
7 27 29 
10 14 6 


of view only, as judged by American 
manufacturers and exporters. Com- 
ments made by those replying to the 
survey under the general heading 
“Collection Conditions” may be con- 
sidered as indicating the current 
trend based on the definite experi- 
ence of American manufacturers and 
exporters having commercial col- 
lection items in the markets sur- 
veyed. The “Terms” feature of the 
survey simply reports whether mem- 
bers’ terms during the first half of 
1949 to Latin American buyers were 
“Unchanged” or ‘More Liberal” or 
“Less Liberal” than those granted 
during 1948, and the replies have 
been listed country by country in 
percentages. 


(Continued on Page 19) 


Survey of Terms Granted During First Half of 1949 
As Compared With 1948 Terms 


(In percentages of replies received) 


No Change More Liberal Less Liberal 

iis, va ieieetal ads 10% el 90 

ered elt ve pcos Reabioney eter & 91 ” 7” 
ici ns cae tue dutew ae xoede's 42 5 53 
6 admit naiinin simaure 4 94 3 4 
sd oud UM i 0+ pAaR Ne who A 6 ves 86 4 10 
CRS Pees sce gide obs cee oes 78 3 19 
EEO. cutuiceik Sup ee en oe 75 3 22 
ns a cabdigdin 6a an+ 6066 98 1 1 
Dominican Republic.................. 98 1 1 
ED UUMGE Sos: sb oss bcd te awe swiels G4 3 3 
French Possessions.,................. 95 3 2 
ie wo FGk ke ce 06 6 n% 95 3 9 
UTR aes ie cisssvabViecceveves 96 2 2 
REE Si dss kG s diese ascend 87 4 9 
Mexico...... Rei iaeteett dae in Gaede 91 4 5 
Netherlands Possessions............... 90 4 r 
REY vbe Wb es cb eek wevecees 98 1 1 
Ds Bacal eee di iv'a'p'a ew Gibu avy a 0 <0ia hie 98 1 1 
IE ds «cats gi ax o's 0 Wicpiane 90 4 6 
PEM EGG oS sb e Can Shee esctu coe 86 3 11 
IN eG ides 13 be ode wii winds 96 2 2 
ain aha a Cullis aise niin 88 3 9 
CEN «6 «hye duncan dace eevee 89 2 % 
ID ev a's ov eWbail'sawewa verde da 91 2 7 
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Recent Developments In 


DISTRIBUTION 


by VERGIL D. REED 


Associate Director of Research, J}. Walter Thompson Company, 


New 


E HAVE achieved mass 
production. We are still 
struggling to achieve 


mass distribution. Unless we can do 
this, the benefits of lower production 
costs may be lost to rising distribu- 
tion costs. So long as the sum of 
production and distribution costs 
continue to give the consumer the 
same values for less money or better 
values for the same money, our 
economy will continue to prosper 
and our living standards increase. 

It matters little what percentage 
of the consumer dollar goes to pro- 
ducer or distributor so long as the 
consumer gets better value for that 
dollar and both producer and dis- 
tributor realize a reasonable profit 
for their risk and services. The ques- 
tion is not, “Does distribution cost 
too much?” The real question is, 
“Will the consumer get more or less 
goods and services for an hour or a 
day of his work?” 

This does not deny the need for 
increasing efficiency in distribution, 
—but it does pose the significant 
question, “How many and what 
kinds of services does the consumer 
want to pay for and insist upon from 
the distributor ?” The more services 
the consumer demands with his 
goods the more he must pay for dis- 
tribution, unless efficiency increases 


faster than new services are de- 


manded. 


York 


HERE will be no-revolution in 
distribution,—but evolution is, 
and will be, so rapid and far reach- 
ing that only the excellent distribu- 
tor will prosper. The good will sur- 
vive. The unfit will betastonished at 
the speed with which the trends 
and currents suck them under and 
wash them out. 

These trends and currents in the 
market and in the distribution chan- 
nels which serve the market will 
affect the policies, plans and future 
success of manufacturers, whole- 
salers and retailers alike. So will 
they affect the credit manager, the 
sales manager, the president and the 
office boy. Since it is always easier 
and more profitable to steer a busi- 
ness when you ride with the trends 
and the currents, let’s take a look at 
some of them. 

There is a decided tendency to 
concentrate the distribution func- 
tions in fewer and fewer hands but 
bigger and bigger units. Goods are 
seeking new, and sometimes surpris- 
ing Outlets, but wholesalers and re- 
tailers of all types are also reaching 
out for goods and services that 
have not previously concerned them. 
Pity the poor census enumerators 
who are now in the field trying to 
classify and define our changing 
wholesale and retail structure! Let’s 
take a look at some of these trends 
and changes which will affect you 
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both as a consumer and as a busi- 
ness executive. 


Wholesaling 


A CENTURY ago the whole- 
saler was cock-of-the-walk in 
our distribution structure. The 
wholesalers as a class are not now in 
an enviable position. There has been 
a definite tendency apparent since 
the first Census of Distribution in 
1929 for the manufacturers to sell 
an increasing proportion of their 
output through their own wholesale 
branches or branch offices and to re- 
tailers direct. The proportion of 
total volume sold through whole- 
salers has therefore dropped in many 
types of commodities. 

Wholesaling as generally known 
has lost substantial ground in the 
past 20 years. In spite of the fact 
that their absolute dollar volume has 
kept up, — in fact increased, — the 
wholesalers’ share of the total vol- 
ume moving from manufacturer to 
consumer has decreased in most 
goods and decreased greatly in many. 
In other words, he is getting a 
smaller and smaller piece of a big- 
ger and bigger pie. Chain stores, 
supermarkets, mail order houses, in- 
dustrial commissaries, department 
store syndicates, and retail-owned 
cooperative wholesalers have all 
taken business away from the con- 
ventional wholesaler, by-passing 
him to deal direct with the manufac- 
turer. Even the big single stores 
buy much of their merchandise from 
the manufacturer. On the other 
hand, the small retailer can seldom 
buy except from the wholesaler, 

How far this trend continues de- 
pends upon the wholesaler’s ability 
to adapt himself to new conditions 
and new competitors. When they 
had to do so, many conventional 
grocery wholesalers found they 
could streamline their operations and 
compete successfully with the retail- 
owned cooperatives. They particu- 
larly cut their warehousing costs. 
If these conventional wholesalers 
can perform the wholesale functions 
cheaper than anyone else and still 
make a profit they will survive and 
thrive. If they cannot, there is no 
place in a competitive free enterprise 
system for them. 

During the war period the propor- 
tions of total manufacturers’ sales 
going both to wholesalers and direct 
to retailers decreased very consider- 
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ably. This was due to two facts. 
First, the Government was the larg- 
est customer and bought direct from 
the manufacturer. Second, an abnor- 
mally large proportion of total out- 
put consisted of industrial goods, 
largely sold direct to industrial buy- 
ers. Despite these decreases in pro- 
portions, the dollar volumes of both 
wholesalers and retailers increased 
greatly during the war. The number 
of wholesalers decreased from 145,- 
000 in 1939 to 115,000 in 1943, then 
increased to 250,000 in 1948. The 
increase was largely in independent 
wholesalers. The failure rate will be 
high among these new wholesalers, 
as pre-war trends are resumed. Of 
the 250,000 it is estimated that about 
220,000 have under 20 employees 
each. 


arte ce of prod- 
ucts of high unit value requir- 
ing specialized selling and consider- 
able servicing are establishing their 
own wholesale sales branches, reach- 
ing for the market even to the extent 
of competing with their own distrib- 
utors and selling direct to retailers. 
More of this can be expected. The 
trend of population to the cities, or 
more accurately to the suburbs of big 
cities, makes it possible for the man- 
ufacturer to “skim the cream off his 
market” with a few strategically lo- 
cated branches. Better transporta- 
tion accelerates this trend. 


Sales branch expansion has its 
limitations, however. The line man- 
ufactured must either be a broad 
one, or the geographic concentration 
of potential buyers for a restricted 
line must be great enough to justify 
such branches. Mill and mine supply 
houses seem to be the wholesalers 
least vulnerable to this trend. 

Agents and brokers are faced with 
a particularly unhappy picture in 
most lines of trade. They may take 
a new but short lease on life because 
of the high birthrate of new products 
for the next year or two, or in 
“boom areas” in which stabilized 
distribution has not been established. 
After normal distribution is estab- 
lished even these will find it hard to 
survive. 

In talking with wholesalers, from 
trade paper articles and by speeches, 
I have been impressed by what seems 
to be an assumption that the whole- 
saler’s place is a God-given one, and 
that he is being badly abused by the 
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general public, the manufacturer and 
the retailer. I am not among those 
who think the wholesaler is doomed. 
On the other hand, I do think he can 
commit suicide. That is up to him. 
Persecution complexes and inferior- 
ity complexes are said to be first 
steps toward suicide, and they solve 
no problems. 


HE National Association of 

Wholesalers lists the following 
functions of the wholesaler: Selec- 
tion of markets, market research, 
selection of merchandise, buying, 
receiving, warehousing, storing re- 
serve merchandise at strategic loca- 
tions, breaking bulk, selling, delivery 
order assembly, invoicing, credit 
extension and merchandising aids. 

So long as the conventional whole- 
saler can, and does, perform these 
functions better and cheaper than 
the manufacturer, or the retailer, or 
a combination of the two, and make 
a reasonable profit in doing so, he 
will survive and thrive. When he 
can’t, there is no economic justifica- 
tion for his further existence. 

Every time he tries to pass the 
performance of one or more of these 
functions back to the manufacturer 
or forward to the retailer he lays 
himself open to future troubles. 

The wholesaler will find rhost 
favorable to his existence two con- 
ditions : 


(1) Industries, such as the hos- 
iery industry, where there 
are large numbers of small 
manufacturers, and few of 
them large enough to estab- 
lish their own brands, must 






depend upon the wholesaler 
to take over the marketing of 
the product. 

(2) Where it is necessary to 
reach a large number of 
small independent retailers 
the manufacturer usually 
finds the wholesaler neces- 
sary or desirable. 


Too many wholesalers, old and 
new, fight change. When change 
stops the growth of our economy 
stops and we stagnate. Backing into 
his future looking at his past will 
not solve his problems nor will pray- 
ing to Wright Patman for discrim- 
inatory - legislation to penalize his 
more efficient competitor. 


UCH of the wholesaler’s ability 
to survive will depend upon 
his aggressiveness in improving the 
retailing methods of his customers 
as well as his own operations. 
Wholesalers will have ample oppor- 
tunity during the next few years to 
show good judgment tempered with 
caution. How many new retailers 
will they put into business who will 
fail, thus adding to the costs of dis- 
tribution ? 

The growing practice of several 
of the wholesalers’ associations such 
as the National Wholesale Druggists 
Association and the Wholesale Dry 
Goods Institute of doing extensive 
marketing research as a basis for 
improving wholesaling and retailing 
methods is most encouraging. There 
is more attention being given to the 
selection and training of salesmen. 
The responsibility for intelligent as- 
sistance to retailers is a commend- 
able recognition of the fact that 
wholesalers cannot prosper unless 
retailers succeed. All this leads to 
improved relationships among manu- 
facturers, wholesalers, and retailers. 
These are pleasing evidence of a 
recognition of the fact that the re- 
turn of freer competition means that 
methods must be improved and bet- 
ter quality sold at more reasonable 
prices. 


Retailing 

wee changes are coming even 
more rapidly to the retailer. 

The proportion of our total retail 

trade sold through independent re- 

tailers declined from 77.6% to 74.7% 

between our first and last Census of 
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Business (1929-1939), while the 
proportion going through chain 
stores showed a very small increase 
from 20.3% to 21.7% of the total. 
The proportion of trade sold 
through chains varies widely for dif- 
ferent kinds of business. It is about 
87% in variety stores, 25% in drugs, 
and 32% in groceries. During the 
same ten years the number of inde- 
pendent stores increased by 244,000 
while the number of chain stores de- 
creased 28,500. Up to the early ’30s 
the chains expanded by increasing 
the number of stores. Since that 
time expansion has been through 
opening bigger stores and closing 
smaller ones. This trend still con- 
tinues. 

The proportion of total retail 
trade sold through chains remained 
about the same through the war 
period. Chains have grown up. 
Their proportion of total trade will 
probably remain about the same. 
Their slice of the retail pie will prob- 
ably increase but little, if at all, but 
the pie itself will be bigger. 

The number of department stores 
and their proportion of retail trade 
has changed little since 1929. They 
account for between 9% and 10% of 
volume and their number (exclud- 
ing branches) remains around 4000. 
Their proportion of the total is not 
apt to change much in the near fu- 
ture. They will get about 10% of a 
bigger retail pie. 

While a large department store 
establishes suburban __ branches 
around its home city it may buy or 
merge with other stores in distant 
cities or extend through an agency 
store system. The branches follow a 
marked population trend to the sub- 
urbs. The integration through pur- 
chase, merger, agency systems, or 
buying syndicates gains the advan- 
tage of mass purchasing. Depart- 
ment stores already sell motor boats, 
airplanes, automobiles, pre-fabri- 
cated houses and baby chicks. 


res popular American institu- 
tion, the five-and-ten-cent store 
is gone. Increased cost of goods, in- 
creased operating costs, the sales 
taxes have killed the five-and-ten- 
cent trade. They have mortally 
wounded the twenty-five-cent trade, 
and made bad dents even in the dol- 
lar lines. 

The limited price variety store fol- 
lowed close in the wake of the five- 
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and-ten. Its name has already short- 
ened to variety store. Goods priced 
at well over a hundred dollars are 
now sold in some of these stores and 
the dollar limit is rapidly becoming 
a memory. Variety stores sell mer- 
chandise in which mass sales at 
popular prices can-be made, but pop- 
ular prices change with the times and 
the purchasing power of dollars. 
Variety stores will continue to be- 
come more competitive with depart- 
ment stores and junior department 
stores as they increase both the vari- 
ety and price ranges of merchandise 
carried. 


UCH of the greatly increased 

volume of sales for drug stores 
during the past seven years,—and in 
spite of a decreased, number of 
stores,—came from adding non- 
drug lines of merchandise. Over 
half of total drug store sales are now 
non-drug merchandise ranging from 
lunches to alarm clocks, electrical 
appliances, and glassware, — yes, 
even jewelry and cutlery. In some, 
prescriptions are not even filled. 
Strangely enough, druggists in some 
areas are trying to get discrimina- 
tory legislation passed forbidding 
super-markets, department stores 
and grocery stores to sell drug and 
proprietary items. Consistency, 
thou art a jewel! 

Over half our grocery stores are 
carrying such items as aspirins, 
tooth brushes, shaving cream, sani- 
tary napkins, stationery, razor 
blades, light bulbs and furniture pol- 
ish. A medium sized grocery store 
which used to number its items in 
hundreds now numbers them in 
thousands. There are more to come. 

Filling stations and garages are 
taking on new lines. They now run 
the gamut from soft drinks and 
candy to fertilizer and lawn mowers. 
Jewelers are selling household appli- 
ances. The search for merchandise 
with better margins, faster turnover, 
and traffic drawing power is causing 
new goods to appear in strange 
places. The rule seems to be, “If you 
find any new product you think you 
can handle, grab it before a competi- 
tive outlet does.” 
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UPER-MARKETS and _ super- 

ettes, both independent and 
chain, will increase in numbers, 
total volume, and the proportion of 
total retail trade. Specializing orig- 
inally in standard brand packaged 
groceries, they are now selling fro- 
zen foods, cosmetics, proprietary 
products, meats, and many other 
items. Some operate their own bak- 
eries, candy factories and doughnut 
machines. Many rent food lockers. 
Others operate luich counters, and 
soda fountains. Less than a third of © 
the business of some of these mar- 
kets is now in the items which they 
originally specialized in handling. 
Over 800 new super-markets were 
built in 1948. This type of retail 
outlet operates on a low mark-up of 
from 10% to 15% with net profits 
ranging from three-quarters of 1% 
to 114%, and were the forerunners 
of the one-stop-buy-all-under-one- 
roof shopping centers which will be- 
come the big consumer trade marts 
of the future. 

The trend of population to the sub- 
urban areas of cities, more automo- 
biles, and convenience favor the fu- 
ture growth of the supers and super- 
ettes. Shortage of domestic help 
makes it particularly convenient for 
women to go to these “one-stop” 
“self-service” markets to do their 
entire shopping for foods and a wide 
range of other items. Even the su- 
perettes may handle 3,000 items and 
the number of items still increases. 

Self-service is on the increase in 
many types of stores. At least one 
of the large variety store chains is 
trying it out. Drug chains are using 
it, except for high-priced small items 
which are easily pilfered. The short- 
age of labor, increasing labor costs, 
and the need to cut selling expense 
will stimulate this trend. Since self- 
service selling is a function of traffic 
it has many more possibilities than 
have so far emerged. Its basis is 
branded, packaged goods pre-sold by 
aggressive advertising. The same 
causes will expand vending machine 
sales. Even insurance policies and 
railroad tickets are being sold by 
machines. Telegrams will soon be 

(Continued on Page 30) 
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ACCENT ON EQUITY 


CMON NABH 


HE credit man reaches more 
. deeply into the economic pro- 
cesses of distributing goods, 
and affects smaller companies more 
significantly, than does any group in 
the financial community with which 
we at the Commission regularly 
deal. 
primarily an investor and a maker of 
investment policy. Whether he deals 
with big or little business or with 
individuals in the mass, he shares 
the broad concerns of our financial 
and commercial community with the 
state of the economy and its finan- 
cial health. 

As investors and as framers of in- 
vestment policy, you cannot help but 
be concerned with what the S. E. C. 
is and does, and what it means to 
you. I assume that you all know 
that the job of the Commission, 
under the laws it administers, is to 
protect the investor. There are 
many popular misimpressions about 
the way the S. E. C. works and, in 
outlining what we do I would like to 
stress at various points what we do 
not do and cannot do. Except for 
regulation of the financial affairs of 
companies that are parts of electric 
and gas utility holding company sys- 
tems, and except for some regulatory 
functions involving investment com- 
panies, the keynote of the activities 
of the S. E. C. is disclosure and the 
maintenance of securities markets 
free of fraud and manipulation. 


Pte Sse seeking to raise 
capital through the public offer- 
ing of securities are required by the 
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But the credit man remains ° 


by EDMOND M. HANRAHAN 


Chairman, Securities and Exchange Commission 


Securities Act of 1933 to register 
those securities with us. The regis- 
tration statement contains the essen- 
tial information investors and their 
advisers need to have for informed 
investment. Not only must com- 
panies file information with us, but 
our laws are designed to assure that 
at some time in the process of selling 
securities, the securities distributor 
will actually give to the investor a 
prospectus containing this essential 
information. 

With minor exceptions securities 
traded on national securities ex- 
changes are registered with the 
Commission under the Securities 
Exchange Act. The Act requires 
the issuer of such securities to file 
initial and periodic information por- 
traying the company’s financial con- 
dition, and in addition, regulates the 
solicitation of proxies, and requires 
disclosure with respect to transac- 
tions in the companies’ securities by 
officers, directors and certain large 
stockholders. 

While our jurisdiction over public 
utility holding company systems and 
investment trusts extends to regulat- 
ing certain of their financial affairs, 
these companies too must provide us 
with initial and periodic information 
as well as data related to specific 
cases where a record of the facts is 
necessary before the Commission 
can act. 


EITHER the Securities Act nor 
the Securities Exchange Act 
authorizes us to tell companies what 
securities they can or cannot sell. 





Nor do our laws authorize us to 
advise investors as to what they 
should or should not buy. As long 
as the whole truth is told, invest- 
ment decisions are left to the free 
judgment of buyers and _ sellers. 
Under these laws informed self-in- 
terest remains the key to financial 
activity. 

As a result of our functions, we 
are one of the most important pres- 
ent storehouses of financial informa- 
tion and we are, of necessity, actively 
concerned with the disclosure aspects 
of accounting and the reporting of 
corporate affairs. 

In a very direct way our activities 
affect and benefit the credit man. To 
the extent that he needs informa- 
tion about companies who file with 
us, he has at his fingertips a wealth 
of data. We do not have the money 
or the people to collect, organize and 
summarize as much of this infor- 
mation as we would like, but our 
statistical series have been of enor- 
mous use to credit men, industrial 
and commercial managers, and 
others who put a premium on in- 
formed economic activity. 

We have received requests in the 
thousands for some of the series we 
publish, alone and in combination 
with other agencies. For example, 
credit men have welcomed our in- 
dustrial financial report series pub- 
lished jointly with the Federal 
Trade Commission, our series on the 
composition of individual savings, 
and those relating to. expenditures 
for plant and equipment. If I do no 
more than bring home to you the 
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fact that the Commission may be 
able to provide information useful 
to you in credit analysis, and induce 
you to make broader and more effec- 
tive use of this information, this ar- 
ticle will have served a worth-while 


purpose. 


r WAS not so very long ago that 
there was considerable confusion 
and lack of uniformity among ac- 
countants in the application of 
proper accounting standards. Rec- 
ognizing that fact, Congress has 
given the Commission great respon- 
sibilities in dealing with significant 
accounting problems of companies 
filing information with us or other- 
wise under our jurisdiction. One of 
our primary tasks, and a continuing 
one, has been to clarify and refine 
accounting standards and to bring 
about uniformity in the preparation 
and reporting of financial data. The 
Commission, together with associa- 
tions of accountants and others, is 
constantly engaged in a study of ac- 
counting standards, resolving indi- 
vidual cases in the light of these 
standards, and reviewing the stand- 
ards themselves to keep them cur- 
rently useful in the light of changing 
conditions. 

Credit men and others who have 
dealt with these companies have 
been beneficiaries of these efforts. I 
would expect the credit man to un- 
derstand how difficult our task is 
because many of you have in your 
own business done the same thing. 

In dealing with smaller companies 
whose problems nevertheless lap 
over from double entry bookkeeping 
into the realm of accounting, credit 
men have performed a singular serv- 
ice by insisting on accounting, re- 
porting and control methods. No 
company which is likely to be an 
issuer of securities in the public 
markets can afford to ignore the ac- 
counting standards we have been de- 
veloping in conjunction with the ac- 
counting profession. Rather than 
wait for the eve of such an offering 
to put its methods into shape, it 
would do well to begin early. 

The credit man is emerging more 
and more rapidly into the status of 
business adviser. He will serve him- 
self, his borrowers and the public 
well by remembering that the transi- 
tions from a closely held enterprise 
to one in which the public has an 
interest can be considerably im- 
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proved by careful adherence to high 
standards in all segments of the bal- 
ance sheet and profit and _ loss 
statements. 
To credit man is frequently a key 
factor in the planning of finan- 
cial programs for the small and mid- 
dle-sized business. His primary 
business is lending. But he cannot, 
for his own sake and the sake of 
the economy, be indifferent to the 
equity position of his industrial and 
commercial borrowers. 
Several days ago I participated in 
a forum on equity financing. That 
forum, others like it, and recent 
statements by representatives of all 
segments of our economy have indi- 
cated our growing awareness of the 
importance of providing a sound 
equity base for individual companies 
in our economy and, thereby, for 
our economy as a whole. The prob- 
lem of debt is, as you are all aware, 
an extremely complex one. It would 
take a text book for an adequate dis- 
cussion of the underlying factors in 
taxation, cyclical change, interest 
rates and so on that affect changes 
in our over-all ratios of debt and 
equity. ie 


A FACT commonly overlooked 
in discussions of the equity 
problem is the distinction between 
big and little business and the wide 
range of distinctions between busi- 
nesses of various kinds. In many 
ways it is inevitable that small busi- 
ness should accent debt; but it is by 
no means always fortunate that this 
is so. Little business works under 
special difficulties in attempting to 
procure an adequate and conserva- 
tive capitalization. Because of the 
importance of inventory and receiv- 
ables to many smaller enterprises, 
because of habit, because of lack of 
public interest, because there are so 
few mechanisms available to them 
for effective distribution of equity 
securities, the smaller businesses 
tend to turn toward the debt route, 
long term and short term, for many 
aspects of their financing. 

Without the credit man many 
small businesses would be utterly 
without means of current financing, 
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and even large businesses depending 
on wide distribution of inventory 
would be hard put to meet short- 
term needs for funds. Credit men 
are to be commended for the amaz- 
ing way in which they have devel- 
oped techniques to meet these needs. 
Modern methods of financing of in- 
ventory and accounts receivable are 
as much a testimony to the genius of 
our economy as are fluid-drive and 
the jet-plane. 

But your emerging status as con- 
sultants and advisers brings you of ne- 
cessity into a field broader than that 
of commercial credit alone. Your life 
blood is an active consumer demand 
at a fair level of prices. Like any 
part of a complex mechanism, this 
part of our economy can be sustained 
only if it is geared into many other 
smoothly running parts. Producers 
and distributors are not only in com- 
petition with others in the same line 
but depend on them, as they depend 
on the rest of the economy. If Com- 
pany A, producing men’s suits, 
should have to dump inventory in 
distress, it may hurt its competitors 
more than if it could continue in 
business selling at a competitive 
price. 

You must, therefore, be sensitive 
to all the factors that might en- 
danger the continued prosperity of 
Company A, whether you have 
financed that company or its com- 
petitor. Therein lies the good sense 
of your motto “Guarding the Na- 
tion’s Profits” — and, in a sense, 
therein lies my theme of “accent on 
equity.” 


Tee smaller business presents 
many problems untouched in the 
recent wave of thinking about the 
need to provide a sound equity base, 
and sound equity markets for Amer- 
ican industry. Financial analysts, se- 
curities distributors, and investment 
institutions now thrashing out the 
equity problem, are not likely to 
have the same know-how and skill 
that you have in your special field. 
But your field is an important one. 
We would not be America if we 
did not have a constant formation of 
new businesses, growing from little 


(Continued on Page 14) 
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NSURANCE has been called “the 

bulwark of financial stability,” 

and its importance as a measure 
of the soundness of any business en- 
terprise is well appreciated by credit 
men and successful management 
generally. Somewhat less well known 
is the relationship of accident pre- 
vention to insurance costs, to pro- 
duction costs and to a healthy econ- 
omy. There is a close connection 
between accident prevention and fi- 
nancial stability which should be 
understood by those who extend and 
those who receive credit. 

With a “recessive” business trend 
apparently well established, and with 
the expectation of narrower profit 
margins in most lines of business in 
the next few months, protection 
against financial loss from every 
foreseeable cause is more than ever 
essential. At the same time, man- 
agement is increasingly faced with 
the problem of preventing waste and 
cutting unnecessary costs. It is the 
purpose of this article to discuss 
some of the ways in which accident 
prevention accomplishes both of 
these desirable ends. 


Boo going into the subject 
of cost from the standpoint of 
individual insureds, it may be help- 
ful to say a few words about insur- 
ance costs in general, taking care 
not to venture too far into the highly 
scientific area of insurance rate- 
making, which is outside the prov- 
ince of this article. In the first place, 
insurance rates do not necessarily 
parallel the costs of other products 
and services in any given economic 
cycle. During the past ten years of 
unprecedented inflation, for example, 
rate increases in casualty insurance 
have been by no means comparable 
to other price increases. Between 
1939 and January, 1949, the general 
consumer commodity index increased 
75 percent, according to the U. S. 
Department of Labor, and the price 
of food increased 126 percent.. The 
cost of automobile repairs rose 125 
percent, during this time, and medi- 
cal costs 30 percent. The nationwide 
average increase in automobile lia- 
bility insurance rates, however, was 
only 21.2 percent, although claim 
costs for this line were up 45.8 per- 
cent. Boiler and machinery rates ad- 
vanced only 12 percent, burglary 
rates 10 percent. The only casualty 
insurance line showing an increase 
comparable to the general consumer 
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ACCIDENT PREVENTION 


Y }. DEWEY DORSETT 
General Manager, Association of Casualty and Surety Companies 


commodity index was glass insur- 
ance—a line where replacement costs 
constitute the most important fac- 
tor in determining loss ratios and 
which was faced with labor and ma- 
terial cost rises which almost doubled 
in some parts of the country. Rates 
for liability other than automobile, 
on the other hand, decreased 5 per- 
cent in the ten-year period, and 
workmen’s compensation rates de- 
creased 18 percent. still speaking in 
terms of countrywide averages. 

In part. these rate economies are 
the result of improved administra- 
tive and claims procedures on the 
part of the companies, of careful 
underwriting and the development 
of comprehensive “package” policies. 
Through the years, competitive ef- 
fort by the companies generally to 
make the cost of insurance as at- 
tractive as possible, consistent with 
sound underwriting principles and 
rate regulatory laws. has resulted in 
lower rate levels and greatlv broad- 
ened protection in all casualty lines. 
However, since rates are based on 
ratios of losses to premiums, it is 
inevitable that many factors beyond 
the control of the companies—re- 
placement costs, labor and material 
costs, social forces, to mention only 
a few—may affect loss costs favor- 
ably or adversely. In some casualty 
lines, loss experience tends to be 
better in prosperous times and poorer 
in recessions, so that, other things 
being equal, insureds may be subject 
to higher insurance costs at a time 
when they can least afford them. 

This leaves accident prevention 
as a consistently dependable factor 
in reducing casualty insurance loss 


ratios. A study of rate trends will, 
in fact, show that, through good 
times and bad, the most substantial 
savings to insureds have been ef- 
fected in those lines where loss pre- 
vention techniques have been most 
highly developed and most coopera- 
tively put into practice through the 
joint efforts of insurers and in- 
sureds. 


OOPERATION is, indeed, a 

sine qua non of accident preven- 
tion, and this is another point which 
is not too well understood by some 
insureds. The function of insurance 
accident prevention is to advise, 
recommend and assist—it is not 
within its province to compel in- 
sureds to reduce their losses, al- 
though it may require them to main- 
tain minimum standards set by state 
codes, and as a last resort a com- 
pany may decline to insure an un- 
desirable risk. No accident preven- 
tion program can be successful with- 
out the wholehearted support of top 
management; on the other hand, all 
reputable companies are happy to 
assist insureds who are seriously in- 
terested in reducing losses, and their 
facilities for performing this service 
are second to none. 

Insurance companies spend more 
money on accident prevention than 
any other agency—many millions of 
dollars are spent annually by casu- 
alty companies alone. In addition to 
their individual engineering staffs 
and laboratories, the companies have 
nooled their resources for greater 
concerted progress. The Association 
of Casualty and Surety Companies, 
for example, representing 68 leading 
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AND FINANCIAL RESPONSIBILITY 


capital stock casualty and surety 
companies, maintains an accident 
prevention department which is con- 
tinually conducting research on the 
most efficient methods of controlling 
existing hazards and those that may 
develop in the future as the result 
of the use of new substances and 
compounds. 

There is no better illustration of 
the tangible results obtainable by 
employer-insurance cooperation in 
safety work than in the field of 
workmen’s compensation insurance. 
It is, of course, true that favorable 
loss experience—which, as_ noted 
earlier, resulted in a countrywide 
average rate decline of 18 percent 
over the past ten years—has been 
aided by other factors, too; higher 
wage scales, for example, which in- 
creased payrolls without propor- 
tionately increasing exposure to 
hazards. Also, in times of peak em- 
ployment and prosperity there tends 
to be less malingering, and workers 
are more anxious to get back on the 
job quickly. 

Nevertheless, the fact remains that 
the ten-year period includes the 
years of World War II and its 
vastly stepped-up industrial activity, 
during which industry was con- 
fronted with safety problems of un- 
paralleled difficulty, involving un- 
trained personnel, and unfamiliar 
and highly dangerous operations 
which presented thousands of new 
mechanical, physical and chemical 
hazards for which new safety con- 
trols had to be devised. Moreover, 
in these years, widespread changes 
in the workmen’s compensation laws 
of the various states greatly in- 


creased the amount and extent of 
benefits to workers, thus increas- 
ing loss costs. Had rises in benef t 
levels not occurred, the countrywide 
rate reduction would have amounted 
to 30 percent. Accident prevention 
has undoubtedly been the decisive 
factor. 


a. entire history of workmen’s 
compensation insurance since its 
inception in this country has, in fact, 
been one of declining accidents, 
lower costs to employers and in- 
creased benefits to workers. In 1913, 
industrial fatalities were occurring at 
the rate of 9.10 for every 10,000 
workers employed.’ In 1917, 37 
states had passed compensation laws, 
and the fatality rate in industry had 
dropped to 7.20 per 10,000. It has 
continued to drop ever since, and 
today is at an all-time low of 2.9 
per 10,000 workers employed. 
Thanks to the efforts of safety- 
conscious management, casualty in- 
surance companies and state and 
national safety organizations, the 
American worker today is almost 
twice as safe on the job as he is on 
the street, behind the wheel of an 
automobile, or even at home. 


NFORTUNATELY, this does 

not mean he is as safe as he 
could be. Accidents in all areas are 
far too many. Latest available fig- 
ures on world accidents show 34 
countries with lower accidental death 
rates than the United States, only 
three with higher rates. In 1948, 
16,500 workers were killed on the 
job, and 1,950,000 were injured, at 
a cost of $2,600,000,000. This money 
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might well have been put to more 
constructive use by American in- 
dustry. 

For it must be remembered, those 
accidents were not just bad luck. 
They were caused, and most of those 
causes could have been discovered 
and the accidents prevented. That is 
the job insurance engineers are 
trained to do—to survey the entire 
risk, to make a report to the em- 
ployer on all unsafe conditions dis- 
covered, and then to help him to 
eliminate them and tell his personnel 
how to keep them eliminated. 

This procedure accomplishes four 
things which contribute subs:anti- 
ally to the financial stability of the 
business : it reduces the dollar cost of 
compensation premiums; it reduces 
the hidden costs that hamper pro- 
duction and which are always present 
when accidents occur; it improves 
employee morale and plant efficiency 
generally, and it cuts to a minimum 
the likelihood of losses other than 
compensation, including uninsured 
losses. 


S AN illustration of the prem- 

ium savings possible, a com- 
parison recently appeared of the 
compensation premiums paid by two 
companies of identical types of 
operation which were, in fact, com- 
petitors. Both developed an annual 
payroll of $600,000, and both were 
subject to exactly the same basic 
piemium rate. One company suc- 
ceeded in reducing plant accidents 
to the point where it now pays a 
premium of $1.00 per $100 of pay- 
roll, while the other, which. devel- 
oped a bad accident record; is 
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charged a debit on the manual rate 
and pays $3.31 for exactly the same 
insurance coverage. This difference 
of $2.31 per $100 of payroll, com- 
puted on a $600,000 payroll, amounts 
to $13,860 annually. Insurance com- 
panies can produce instances where 
employers have halved their com- 
pensation premiums in two years or 
less by means of well organized ac- 
cident prevention programs, and in 
large establishments this might run 
into very substantial sums. 


Much greater savings are effected 
by doing away with the “hidden” 
costs which are always present when 
accidents occur, and which may be 
as high as five or six times the in- 
surance costs. They are just as much 
present in the small business whose 
payroll may be insufficient to quickly 
develop impressive accident experi- 
ence as they are in the plant that 
employs thousands of workers. They 
include time lost by foremen and 
other workers near the scene of an 
accident ; time out for first aid; loss 
of the injured worker’s services 
while he is laid up, time taken in 
training a replacement, idle ma- 
chinery, and so on. 


Frequent accidents are bad for 
morale, and since they are usually 
symptomatic of unsafe machinery 
or equipment, or of wrong working 
methods, they are likely to be 
breeders of bad labor-management 
relations and further inefficiency. 
Some employees at first are inclined 
to resent having to learn new ways 
of performing familiar operations; 
but once learned, they invariably find 
the safe method to be more pro- 
ductive and far less tiring. 


NOTHER advantage to em- 

ployers is the fact that in mini- 
mizing the possibility of compensa- 
tion, liability, and other insured 
losses, safety engineering likewise 
minimizes the likelihood of losses 
which may not be insured, and cuts 
down the no-injury accidents which 
often result when bad housekeeping 
and bad working habits have been al- 
lowed to develop. The accident sta- 
tistics cited earlier—including the 
figures on the annual cost of acci- 
dents—do not include no-injury ac- 
cidents, but it is worth remembering 
that these, too, are frequent and 
sometimes exceedingly costly. 


As an illustration, consider this 
no-injury accident which occurred 
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in a chemical plant. A dolly, loaded 
with carboys of acetic acid, was be- 
ing trundled onto a two-way freight 
elevator. The elevator was not com- 
pletely leveled with the floor, leav- 
ing enough drop so that the carboys 
were jarred off the dolly. The con- 
tents spilled out on the floor of the 
plant and on the floor of the eleva- 
tor, and the acid ran down the eleva- 
tor shaft for five floors, coating the 
sides of the shaft walls. 

Fumes from the acid permeated 
the entire plant, and for the re- 
mainder of the day, all work in the 
vicinity had to be suspended. The 
cleaning-up job took weeks. The acid 
united with the floor coating to form 
a thick gummy mass, and in at- 
tempting to remove it, much of the 
flooring came up, too. The freight 
elevator—the only one in the plant 
—was out of commission for a long 
period of time, and management was 
obliged to hire additional labor to 
move freight by hand and to assist 
in the cleaning up. Total costs of 
this accident, including repairs, new 
lebor, production delays caused by 
general disruption, excitement, in- 
convenience and discomfort, ran to 
several thousand dollars, most of it 
uninsured. 


E relationship between safety 
and financial stability is no less 
significant in commercial motor ve- 
hicle fleet operation. Here again, 
management must take the initial 
step in recognizing the benefits to be 
derived from accident prevention, 
and bringing trained safety engineer- 
ing assistance to bear on his prob- 





lems before they become so serious 
that his attention is forcibly called 
to the situation by debit charges on 
his manual insurance rate. 

In fleet operation, as in industry, 
there are hidden costs accompanying 
all accidents. Interruption of serv- 
ice, replacement and repair of non- 
insurable cargo, loss of driver’s serv- 
ices, cost of locating and training 
a substitute, loss of shipper’s confi- 
dence through unnecessary delay of 
cargo, and loss of public good-will 
—all these things cost money and eat 
into profits. 

An effective accident prevention 
program involves, first, careful se- 
lection, training and supervision of 
all drivers, with incentives offered 
to men with accident-free records, in 
the form of awards and public rec- 
ognition; and, second, a preventive 
maintenance program which pro- 
vides for systematic inspection and 
repair of vehicles by qualified me- 
chanics, adequate tools and equip- 
ment, and good employee relation- 
ships. 

In short, accidents are bad busi- 
ness; the prevention of accidents is 
good business. Insurance companies 
have found that in saving the lives 
and improving the working condi- 
tions of countless thousands of in- 
dividuals, ‘thus paving the way for 
greater production, accident preven- 
tion has helped to keep the cost of 
sound insurance protection within 
the means of purchasers. Business 
men who have taken advantage of 
the safety engineering know-how 
offered by insurance have proved it 
is good business for them, too. 


ACCENT on EQUITY 


(Continued from Page 11) 


to big; nor do we justify ourselves 
by the high rate of mortality among 
the smaller businesses which charac- 
terizes recession periods. The seg- 
ments of our economy are interde- 
pendent. Failure anywhere is dan- 
gerous. There is therefore a high 
premium on keeping the smaller en- 
terprise healthy. 

Financial health in this sense 
means sound equity. That problem 
is on the lap of the credit man in 
his role as business adviser, consul- 
tant, and guardian of the nation’s 
profits. He must.as I see it, be alert 





to whatever opportunities exist for 
his borrowers to increase equity. 
Below a certain range, the route of 
public equity financing is imprac- 
tical. But within a median range of 
business size, opportunities for such 
financing should not be missed. 

I do not foresee the millenium. To 
promote public equity financing for 
the smaller enterprise is about the 
toughest job I can imagine. It needs 
more than good intentions. The 
problem must be studied and your 
Association should be a splendid 
forum for such a study. 
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Their Impact on Business 


by ALVIN A. BURGER 


Research Director, Council of State Chambers of Commerce, Washington 


United States this year will 

amount to about 55 billion dol- 
lars, or a little more than 25 per 
cent of our national income. The 
American people pay out more in 
taxes today than they spend for food. 
Nearly three-fourths of these taxes, 
or about 41 billion dollars, goes for 
the support of our Federal Govern- 
ment in Washington ; the rest is used 
to finance state and local govern- 
ment, including public education. 

State and local government ex- 
penditures are on an upward trend. 
There are three reasons for this: 
First, the backlog of capital im- 
provement and service needs built 
up during the war period; second, 
larger outlays for education result- 
ing from the increase in post-war 
school population, and the campaign 
for higher pay for teachers; and 
third, the devaluation of the dollar, 
caused largely by war-time spending 
and by pre-war financing policies 
pursued by the Federal Govern- 
ment. 

Federal government expenditures 
are also going on toward higher 
levels, despite the fact that we are 
entering into the fifth year of peace. 
The three main reasons for this up- 
ward climb are these: First, the 
continued growth of Federal bureau- 
cracies—an average of about 300 
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workers is being added to Federal 
payrolls daily; second, the “cold 
war” and the resultant demand for 
bigger outlays for national defense 
and foreign aid; and third, the pres- 
sure upon Congress to establish all 
kinds of new Federal services, sub- 
sidies and enterprises. 


jo hare the Washington scene 
from today’s vantage point,* I 
would say that tax revenues for the 
current fiscal year ending June 30th 
should be just about sufficient to 
balance the government’s 41 billion 
dollar spending budget. The outlook 
for the fiscal year 1950 is not quite 
so good. 

Last January the President sub- 
mitted to Congress a budget calling 
for the expenditure of $41.9 billions 
in 1950. Ever since then a steady 
stream of supplemental appropria- 
tion requests has been pouring into 
the capitol from the White House, 
helping to swell this record-breaking 
peacetime Federal spending budget. 

What Congress will do about 
taxes when it returns in 1950 de- 
pends largely on Congress’s action 
this year on the President’s appro- 
priation recommendations for 1950 





*This address was delivered on 
Wednesday, May 18, during the third 
general session of the 53rd Annual Credit 
Congress at Atlantic City, N. J. 
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and his proposed new spending pro- 


‘grams, of which there are a score or 


more. The cost of these new pro- 
grams would be modest enough at 
the start, but would increase sharply 
after the first year as the programs 
get fully underway. 

What I am saying is that what 
Congress does about taxes will de- 
pend on what Congress first does 
about Federal spending. The groups 
with which I am associated have 
long since concluded that there is 
little hope for tax relief until Fed- 
eral expenditures are brought and 
kept within the capacity of our free 
economy to pay the bill. 


are expenditures can be 
materially reduced and Congress 
knows it. The trouble with our Fed- 
eral government is that it has grown 
too big too fast. Waste and ineffi- 
ciency in the Government can be 
described only as fantastic. 
Comptroller - General Lindsay 
Warren recently said: “The present 
setup is a hodge-podge and crazy- 
quilt of duplications, overlappings, 
inefficiencies and inconsistencies . . . 
It is probably an ideal system for the 
tax-eaters and those who wish to 
keep themselves perpetually attached 
to the public payroll, but it is bad 
for those who have to pay the bill.” 
The Hoover Commission’s find- 
ings indicate that it is possible to 
reduce Federal spending by at least 
3 billion dollars without curtailing 
any present services, simply by the 
introduction of business-like methods 
of operation. Our own studies con- 
vince me that the Hoover Commis- 
sion’s estimate is most conservative. 


HAT do you think of a gov- 
ernment which has 37 agencies 
simultaneously engaged in public 
health activities, 22 in housing, 27 
in labor relations, 24 in mapmaking, 
65 in gathering statistics, 34 in ac- 
quisition of land, 12 in community 
planning, 14 in forestry, 37 in for- 
eign trade, 21 in transportation, 16 
in wildlife preservation, and so on? 
What do you think of a govern- 
ment whose civilian agencies alone 
issue 3,000,000 purchase orders a 
year, 114 million of which are for 
purchases of $10 or less, when the 
cost of the paper work alone on these 
purchase orders averages $12.39 per 
order? 
What do you think of a govern- 
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ment which owns 3.6 typewriters for 


every employee who uses one either - 


full-time or part-time? 

What do you think of a govern- 
ment which carries 2% billion dol- 
lars’ worth of excess supplies in 
storage? 

What do you think of a govern- 
ment which constructs 910 family 
houses in Alaska for members of the 
Air Force at a cost of $58,350 each, 
828 houses in Guam at a cost of 
$48,000 apiece, and 7,880 houses in 
the United States at an average cost 
of $18,600 each? 

Yet this is the Government which 
now presses Congress to approve a 
15 billion dollar government-housing 
program! 


HAT do you think of a gov- 

ernment which employs an 
average of one personnel worker to 
every 78 civilian employees? The 
Bureau of Indian Affairs has 11,300 
employees to service 360,000 In- 
dians, or one bureaucrat for every 
30 Indians. 


What do you think of a govern- 
ment department which, when called 
upon to reduce its personnel from 
7,000 to 5,000 allows its personnel 
office to spend 14 man-years in proc- 
essing the reduction at a cost of 
$50,000 ? 

What do you think of a depart- 
ment in which the processing of an 
ordinary letter requires 35 separate 
steps, the letter going twice through 
each of three different buildings? 
This is the kind of red tape that 
bogs down the operations of the 
State Department. 


A check of government-owned 
hospitals last June showed that there 
were 255,000 hospital beds, but only 
155,000 patients. Yet the Veterans’ 
Administration has contracted for 
new hospitals, housing 15,000 beds 
and seeks Congressional approval for 
23,000 additional beds. And today 
over 97 per cent of the veterans ap- 
plying for hospital treatment are 
non-service connected cases. 

Printing and publishing is big 
business in the Federal government, 
which has 61 separate government 
printing and duplicating plants in 
Washington, 23 in San Francisco, 
25 in Philadelphia, 16 in Chicago, 6 
in Kansas City, 6 in Denver, 16 in 
New York, and so on. 

These instances are taken at ran- 
dom from a wealth of material com- 
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piled from research by the Hoover 
Commission, Byrd Committee and 
other official investigating bodies. 
They are symptomatic of a condi- 
tion which prevails throughout the 
government. 


_— Federal budget can be bal- 
anced in fiscal 1950 without new 
taxes, simply by cutting down on 
excessive and wasteful expenditures. 
It is highly unlikely, however, that 
this will be done, unless someone 
can bring about a ground swell of 
public opinion in favor of economy. 
In the first place, the Administra- 
tion itself is unwilling to cut ex- 
penditures. Secondly, Congressional 
efforts to seek out the soft spots in 
the budget are handicapped by lack 
of adeq:te and competent staff. 
Third, the organized spenders are 
too strongly entrenched in Wash- 
ington. They are armed with a 
tax-financed propaganda machine 
manned by some 23,000 full-time 
publicity and public relations em- 
ployees on the Federal payrolls. 
They have repeatedly used this vast 
machine to work up public senti- 
ment aimost overnight in support of 
appropriation after appropriation, 
and spending program after spend- 
ing program. Private organizations 
which fight the spenders have to 
register as lobbyists. Government 
lobbies, financed with your tax dol- 
lars, do not. »: 

Now these entrenched spenders 
are organizing to resist the adoption 
of the Hoover Commission’s econ- 
omy recommendations. Mr. Hoover 
himself knows that those recom- 
mendations are destined for hard 
sledding unless the American people 
can be induced somehow to come to 
their support. 


Bigger Spending Planned 


C3 TOP of all this, the Presi- 
dent is now pressing for a 
score or more of new spending pro- 
grams, and Congress is already well 
on the way toward approving some 
of them. Adoption of the President’s 
new spending proposals would even- 
tually add between 4% and 8% bil- 
lion dollars annually to the present 
42 billion dollar Federal spending 
load. This is the general-purpose 
Federal budget I’m speaking of. 
The President has also proposed 
an ambitious expansion of social 
security benefits, including a social- 





ized medicine program. These pro- 
posals, if adopted in their entirety, 
would eventually require between 
$9.4 billions and $34.5 billions an- 
nually in payroll taxes. Such an ex- 
penditure, added to present outlays 
similarly financed, would result in a 
payroll tax burden on all private en- 
terprise amounting to between 914 
per cent and 27 per cent on all wages 
and salaries up to $4,800 per annum. 


| HAVE given you this govern- 
ment spending picture in some 
detail because I believe that public 
spending policies are a very impor- 
tant consideration in appraising the 
impact of the tax burden upon busi- 
ness. For example, suppose the Ad- 
ministration were to assure us right 
now that it would not seek to burden 


-business with additional taxes; that 


it would improve present tax laws to 
make them more equitable and work- 
able; that it would reduce govern- 
ment spending in line with the Hoo- 
ver Commission’s recommendations. 
And suppose, too, the Administra- 
tion were to ask business to endure 
present tax levels for awhile in or- 
der to effect some substantial annual 
reductions in the public debt. Would 
not this set of proposals, if conscien- 
tiously made, tend to produce a tax 
climate in which private enterprise 
generally would feel encouraged to 
carry on, and even to plan for future 
expansion, despite currently high 
taxes, fortified by the hope of lighter 
tax burdens in the not too distant 
future? 


But we do not anticipate any such 
proposals out of Washington. On 
the contrary, Washington seeks 
more taxes on incomes and payrolls; 
it is cold to demands for technical 
improvements in tax legislation; it 
resists all pleas for reduction of gov- 
ernment waste of money, manpower 
and materials; it is more interested 
in getting more taxes for more 
spending than it is in reducing the 
debt ; moreover, it is devoting ever- 
increasing amounts of funds to es- 
tablish new projects and new enter- 
prises in competition with taxpaying 
private industry. Under these cir- 
cumstances the hardships imposed 
by. the present tax burden are ac- 
centuated by the business commu- 
nity’s lack of confidence in govern- 
ment’s willingness or capacity to 
mend its ways. 


(Continued on Page 29) 
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How Can the Credit Manager 


Keep in tune with the times? 


by JOHN H. VOGEL 


Vice-President, Meinhard, Greeff & Company, New York 


URING the winter, I attended 
numerous lectures, banquet - 


dinners and talks about va- 
rious phases of the economic and 
world situation. Through each 
speech, I found myself wondering, 
‘These facts are true but how can I 
put the ideas to work for my depart- 
ment or my company?” Knowing 
the average hardboiled, intelligent 
and especially practical credit man, 
if I can put across one new idea, 
method or thought which will prove 
helpful to you in your work, my talk 
here this afternoon will be a success. 

My topic is, “How can you keep 
in tune with the times?” But before 
we can discuss this, I think we 
should clarify what our job in the 
credit department actually means. 
Fifteen or twenty years ago, if you 
asked the average businessman what 
was his purpose in running his busi- 
ness, I think the answer would have 
been, “To make money.” 

Two years ago a group of us at- 
tended the Executives’ School at the 
University of Wisconsin. We spent 
a couple of sessions looking into the 
various aspects of why people are in 
business today and, under Mr. Nel- 
son’s guidance, we sat down and 
wrote some definitions. The average 
businessman, we felt, today is in 
business to produce a reasonable 
profit under conditions beneficial to 
society—or to produce attractive 
profits and rewards, worthwhile 
service to customers and satisfaction 
of employees. In other words, the 


businessman today, while he has the 
prime objective of making money, 
has responsibilities. ~: 

Going down into the business or- 
ganization a few steps, I think we 
find the position of the credit man- 
ager changing. What is your duty in 
checking credits? In the old days I 
think some of the credit men felt that 
they could play the “lone wolf” 
game and keep the information they 
received highly secretive. I know 
that a number of consumers today 
feel that the average credit man sits 
at a roll top desk with a blue and red 
pencil and approves or declines 
credits. The day of that type of 
credit man is past. A credit man 
has to check a maximum amount of 
credits with a minimum of losses 
and spread a maximum amount of 
goodwill for his company. No 
longer can he sit at his desk and live 
in a limited world. He has to get 
out, circulate and keep up with the 
changing times. And what should a 
credit man do to find 6ut what is 
going on? 


IRST of all, we owe it to our- 

selves to keep abreast of rapidly 
shifting world events. Certainly our 
general economic system has gone 
through many drastic changes in the 
past decade. Our basic concept of 
the free enterprise system with the 
profit motive as the main driving 
force showed the world that we had 
the ability and the will to produce 
more than any other nation in his- 
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tory. But certainly the free enter- 
prise system today and that of fif- 
teen years ago are different. 

You, as a credit man, have to be 
in a position to answer all forms of 
financial questions. For example, do 
the big industries have the same 
problems as the smaller companies? 
What is the bank’s attitude on lend- 
ing money today? Should we advise 
a businessman to go to an invest- 
ment house or to float a stock issue ? 
Is the public buying? How have the 
various government policies affected 
the capital market? The answers to 
these questions are not too hard to 
obtain but it takes conscientious, in- 
telligent work. You have to read to 
get a background. Besides the news- 
papers, magazines that we all sub- 
scribe to, certain periodicals and let- 
ters are of invaluable help. Just to 
name a few: The National City 
Bank Monthly Letter, Cleveland 
Trust Letter, Guaranty Trust Let- 
ter, Federal Reserve Bulletins. 

While I was at the University of 
Wisconsin, Dr. Vergil Reed, who 
was formerly head of the Depart- 
ment of Census, gave us some point- 
ers about government publications. 
If you know where to look in our 
vast maze of administration channels. 
a report has been written on prac- 
tically every available subject. How 
many of you have written to the 
Superintendent of Documents at the: 
Government Printing Office to get a. 
list of pamphlets the various agen- 
cies put out? It is a question of 
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knowing where to look and absorb- 
ing the more important facts—not 
cluttering your desk with volumin- 
ous details. 


HE first step then is to read as 

much as you can. But the formal 
type of education still has a great 
many advantages. We all need 
brushing up on facts that once were 
eminently clear to us but which 
through infrequent use are mere 
- vague memories today. For exam- 
ple, are you up to date on all the 
aspects of the Chandler Bankruptcy 
Act? Do you remember how to 
work out an extension agreement 
such as many of us did in 1938, 
1940, and 1941? Do you keep up to 
date with the various regulations on 
letters of credit and export and im- 
port transactions? 


Those of us who live in large 
metropolitan areas have access to 
business or law courses at our large 
universities. How many executives 
take time out from their busy weeks 
to study in one or more of these 
courses? Of course, for the younger 
men entering the field of credits, the 
National Institute of Credit, with its 
37 branches in our various cities, is 
doing an outstanding job in giving 
up to the minute education on all 
phases of credit and business prob- 
lems. For those men not in principal 
cities, there are correspondence 
courses run under the auspices of 
the National Institute of Credit. The 
Executives’ School at Wisconsin, 
which has been developed under the 
guidance of Dr. Smith, has broad- 
ened the vision and scope of many 
of our leading credit executives. 

Throughout the winter there are 
always lectures, forums, seminars 
run by business groups, colleges or 
trade associations that are invalua- 
ble. 


But even beyond reading, taking 
formal courses, going to lectures, 
I feel that seeing people—the right 
people—is the thing that counts. If 
you broaden your scope of contacts 
and make acquaintances in every 
field of industry and government so 
that your friends can supply you 
with the right information at the 
right time, you will have made tre- 
mendous progress. Don’t be too 
proud to ask questions, especially in 
fields with which you are not wholly 
familiar. But to make an intelligent 
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impression on any leading business 
executive, you have to equip your- 
self with a broad general background 
in your search for knowledge. 


From my desk I see many of the 
problems that are coming up daily 
in the textile field. I am sure that 
in your various executive capacities, 
people are coming to you asking 
your help not only on financing 
problems but also asking for your 
guidance on broad phases of pricing, 
management, merchandising. You 
should equip yourself with the back- 
ground to be of adequate service to 
these people. 


The smart credit man will study 
his own industry thoroughly. But 
he will pay a good deal of attention 
to all related industries. It is essen- 
tial if we are handling the textile 
trade that we know what is happen- 
ing to the general economy of the 
country. Is the demand for steel 
continuing to hold up? How many 
people are gainfully employed? 
What is the savings record of the 
individuals of this country? Our 
office subscribes to an economic serv- 
ice that keeps us informed of all in- 
coming orders not only in the soft 
goods field but in the durable fields. 
In this way we can get a broad idea 
of what is happening in all phases of 
credit today. 


N 1949 we-are all faced with a 
period of adjustment. Sales are 
dropping, bankruptcies are increas- 
ing, profits are declining over the 
tremendously profitable year of 1948. 
Let me give you an example of 
flexibility and imagination on the 
part of the credit manager of a large 
textile organization in New York. 
Last September sales fell off tre- 
mendously in the men’s wear trade. 
The credit manager who had devel- 
oped a number of friends among his 
men’s wear accounts was given the 
hint to see if his products could be 
sold to the women’s wear trade. 
Now some of you will say the credit 
manager does not have to be a sales- 
man but this man was looking out 
for the interests of his company. He 
made contacts with three large ac- 
counts in the women’s wear field 
and, although his salesmen got full 
credit for winding up the details of 
these sales, it was directly due to 
the credit manager’s efforts that his 
mills were able to keep running 
three shifts a day while some of his 











toughest competitors were working 
three and four days a week. 


Another friend of mine has gained 
a reputation over the years of being 
able to help concerns in trouble 
work out their affairs. In this posi- 
tion as credit manager I know that 
over the past fifteen years he has 
saved at least twenty companies 
from bankruptcy by personally 
working out extension agreements 
for them with the other creditors 
and giving them sound advice as to 
how to eliminate the faults of their 
individual businesses. Today each 
one of these twenty companies is 
still in business and is doing an ac- 
tive job with the credit manager’s 
firm. He is the star salesman for 
his organization even though his 
title still reads, “Credit Manager.” 


byl as times you are called upon 
to give advice to the top man- 
agement of your organization. I 
know of an outstanding job that has 
been done by one of our New York 
credit managers in helping solve a 
distribution problem of his organi- 
zation. In any manufacturing indus- 
try today there will always be a 
certain percentage of your produc- 
tion that does not come up to the 
high quality standards set by the 
management. In some cases this can 
run to ten or fifteen per cent of your 
annual production, especially if you 
are experimenting along new lines 
or channels. You certainly do not 
want to tie your firm’s good name 
to second rate merchandise and 
therefore, it is up to your sales de- 
partment to try other channels than 
your usual means of distribution. In 
the case I refer to, our credit man- 
ager was instrumental in locating a 
jobber who had the ability to dis- 
tribute a tremendous amount of 
merchandise but it meant that in- 
stead of the credit manager giving a 
line of credit of ten or twenty per 
cent of the jobber’s working capital, 
rather at times he had to give 
amounts of credit of nearly three 
times the organization’s invested 
capital. The credit man was definite- 
ly weighing the financial risks 
against the merchandise risks and, 
in his opinion, this jumbo credit was 
entirely justified. He took full con- 
trol of the situation and was able to 
constructively help this jobber 
finance his business setting up de- 
tailed budgets. This arrangement 
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has now been in effect over the past 
two years and the top management 
knows what a successful job has 
been done in merchandising inferior 
goods so that all concerned showed 
a profit. | 

These cases serve to illustrate that 
the two greatest qualities that are 
needed today to blend with the past 
experience and natural ability of a 
credit man are flexibility and im- 
agination. 


HROUGHOOUT this talk I have 

emphasized the importance of 
keeping up with general conditions 
so that you can do a better job as 
credit men. Everyday we read about 
inflation, deflation, disinflation, our 
aid to Europe, the employment sit- 
uation, and it is essential that we 
be familiar with all phases of the 
economic situation. What can we, 
as working credit men, specifically 
do with these facts? 

The most important thing is to 
know what’s going on in our own 
particular trade. Constant contact 
with our own salesmen, selling and 
purchasing agents, mill men, manu- 
facturers should keep us up with 
current trends. We assume that we 
all are going to read as many news- 
papers, magazines and pertinent 
publications as we can obtain. Even 
more important than our actual read- 
ing and studying is the fact that 
more than ever it is important for 
the credit man to leave his office desk 


Four Countries 


CREDIT CONDITIONS 


Insofar as the present Semi-An- 
nual Survey is concerned, which cov- 
ers credit conditions prevailing in 
the first six months of 1949, the 
Members of the Foreign Credit In- 
terchange Bureau rate twelve Latin- 
American markets as “Good,” two 
as “Fairly Good,” five as only 
“Fair,” and five as “Poor.” A com- 
parison of credit and collection index 
figures by country is given elsewhere, 
and we list below Latin-American 
markets in the order of their stand- 
ing in the Credit Survey: 

Good: Cuba, Dominican Republic, 
Haiti, Panama, British Posses- 
sions, Nicaragua, Puerto Rico, 
French Possessions, Mexico, 


‘and circulate. Speak to your trade 


groups. Speak to people in all types 
of business. See the lawyers, bankers 
and accountants and don’t hesitate 
to ask questions—intelligent ques- 
tions. The more contacts we make, 
the more information we will obtain. 

And how can we put this informa- 
tion to work? First, it is essential 
that a credit man become a specialist 
in his own industry. We should 
know more facts and know more 
about what’s going on in our par- 
ticular trade than the salesman or 
the manufacturers themselves. We 
assume that we will know our own 
trade thoroughly. But it is equally 
important that we have a broad view 
of the entire economic situation. I’m 
not talking about the junior mem- 
ber of our credit department to 
whom we will assign a limit of $500 
or $750 on an account; rather, I am 
talking about the chief credit execu- 
tive who has to lay down the credit 
checking policy and deal with the 
problem accounts. Certainly the at- 
titude of the credit man checking a 
trade five years ago, when the war 
was in full swing and when every 
bill was being paid within a few days 
after the invoice was sent out, is en- 
tirely different than the attitude of 
the credit manager today. It is up 
to the credit manager to assimilate 
and collate the facts available and 
to decide what he feels the general 
economic situation “will be for .this 
next four, six or eight months and 


(Continued from Page 6) 


Netherlands Possessions, Vene- 
zuela and Ecuador.’ 

Fairly Good: Guatemala and Bolivia. 

Fair: Paraguay, Chile, Honduras, El 
Salvador and Uruguay. 

Poor: Peru, Colombia, Costa Rica, 
Argentina and Brazil. 


COLLECTIONS 


This is the fifth time in sixteen 
surveys in which all markets failed 
to reach the top Collection classifi- 
cation of “Prompt” and “Fairly 
Prompt.” It is also the fifth of sev- 
enteen consecutive surveys in which 
any market was listed as “Slow” or 
“Very Slow.” Fifteen markets are 
again listed as “Prompt,” three as 
“Fairly Prompt,” with two “Slow” 
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how this general] situation will affect 
his own particular trade. 


. G the past three weeks in 
making a survey, I have visited 
executive offices in some of the 
larger companies in New York. 
Some of these officials are the Holly- 
wood version of a high powered ex- 
ecutive with three phones on the 
desk, a couple of secretaries always 
on call and a hectic pace ten, twelve, 
fourteen hours a day. Is it possible 
to keep up such a hectic pace and 
lead your company in the right direc- 
tion? And if you aré able to work 
this hard, will you be able to keep 
up this pace for a sustained period? 
The other type of executive is the 
one in top management who has a 
completely empty desk, a man who 
sits back occasionally with his feet 
on the desk, seemingly with not a 
care in the world. This executive 
is probably thinking along abstract 
channels and getting ideas that will 
really improve the efficiency of his 
operations and the profits of his 
company. He is the one who has 
picked capable assistants to execute 
the details of his plans. George 
Bernard Shaw has said “Few peo- 
ple think more than two or three 
times a year. I have made an inter- 
national reputation for myself by 
thinking once or twice a week.” Try 
it yourself. Let’s get the facts first 
and then take time out in these busy 
days to sit back and think. 


Tie For Top Place in Latin-American Survey 


and four recorded as “Very Slow.” 
The current survey of collections in 
percentages of replies received is at- 
tached in a country-by-country list- 
ing. Markets are listed below in the 
order of their rating in the Collection 
classifications : 

Prompt: Cuba, Dominican Republic, 
Haiti, Panama, Nicaragua, Brit- 
ish Possessions, French Posses- 
sions, Puerto Rico, Bolivia, Mex- 
ico, Ecuador, Netherlands Posses- 
sions, Venezuela, Guatemala and 
Paraguay. 

Fairly Prompt: Chile, Honduras and 
El Salvador. 

Slow: Peru and Uruguay. 

Very Slow: Colombia, Costa Rica, 
Brazil and Argentina. 
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HAT is the “you-atti- 
tude” in a business letter? 
The pundits of commer- 


cial correspondence, both in educa- 
tion and in business, unanimously 
agree that it is a Good Thing. It is 
very easy for the student of com- 
-mercial correspondence—again, i 
school or in business—to find state- 
ments of almost frantic enthusiasm 
about the you-attitude. It is not, 
however, nearly so easy for him to 
find out what the you-attitude is; 
because authoritative opinions are so 
diverse and so vague, he is left wor- 
shipping a mysterious god that is 
supposed to be his servant. 


3 


E CAN find, for example, that 

the you-attitude consists of the 
higher number and better position 
of you’s than of we’s in a letter. If 
he is more gullible than any student 
has a right to be, he may accept this 
notion. But if he is a student rather 
than an automaton, he will see at 
once that this idea would establish 
the sentence, “We promise that we 
will do all we can to help,” as a 
poorer illustration of the you-atti- 
tude than the sentence, “You should 
be ashamed that you forgot to send 
your order yesterday.” 

He could learn also that the you- 
attitude is simply a matter of acting 
like a Well-Bred Person in one’s let- 
ters. This theory evidently repre- 
sents the four-in-hand-and-striped- 
trouser school, occupied by fuzzy 
minds turned toward Beacon Street. 
In any case, it is dated: the term 
“well-bred” is fortunately being rele- 
gated to its proper sphere, that of 
horses, dogs, and bacteria cultures. 

If the student continues his search 
for a definition of the you-attitude, 
he will discover that it is sympathy 
in the “literal” sense of that word, 
“feeling with”; but the word “sym- 
pathy,” whatever its Greek origins, 
is misleading, unless it is really in- 
tended to suggest that readers of 
business letters are in a perpetual 
state of suffering or bereavement. 
He will find also that the you-atti- 
tude “means merely unselfishness,” 
an identification that most experi- 
enced businessmen, acquainted with 
the facts of competitive business life, 
may seriously question. 

Finally, if the student looks hard 
enough, he will probably find that 
the best definition available is “tak- 
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THE YOU-ATTITUDE: 


ls it sound or silly? 


by LOUIS BALDWIN 


ing the reader’s point of view.” This 
is perhaps the most popular, cer- 
tainly the most perceptive. But be- 
cause it does not go far enough, it is 
subject to many interpretations, the 
commonest of which seems to trans- 
late it into “taking the reader’s side,” 
apparently because of the demands 
of courtesy. A soft answer, it is 
said, turneth away wrath—though it 
may also turn away profits. A col- 
lection letter with the you-attitude as 
here interpreted might read some- 
thing like this: 


Gentlemen : 

Though we have not heard from 

you, we can realize how great may 

be your difficulties in paying your 

balance of $4,267.31. 

We hope, therefore, that you will 

be kind enough to forget it. 
Sincerely yours, 


The Sincerely in such a letter should, 
of course, be changed to Literally. 


i IS much easier to say what the 
you-attitude is not than to say what 
it ts; it cannot be defined in a word 
or two. But a definition should be 
attempted: the you-attitude is the 
correspondent’s constant awareness 
of the reader’s viewpoint in order to 
determine and use the most effective 
ways of getting the reader to think 
or act as the correspondent wishes. 
This “awareness,” of course, need 
not be infallible; to be so, it would 
require a genuine, unerring psychic 


power in the correspondent (a 
rather scarce commodity). All that 
can be expected is a constant effort 
to see the reader’s viewpoint, and 
some acquaintance with elementary 
human psychology. Indeed, if more 
business correspondents could be- 
come continuously aware of the ob- 
vious fact that the reader is inter- 
ested in the benefits that he will re- 
ceive, rather than in those that the 
correspondent will receive, a great 
improvement in the nation’s corre- 
spondence would already be made. 

The you-attitude is not a quality 
of any letter, but an attitude on the 
part of the correspondent. It re- 
quires three things: imagination, to 
visualize the reader’s viewpoint as 
vividly and accurately as the situa- 
tion allows ; discrimination, to select 
the approach most likely to move a 
reader with such a viewpoint; and 
the profit-motive, which provides the 
incentive to go to the trouble of such 
imagining and discriminating. It is 
the sad neglect of this last factor 
which leads to the thoughtless con- 
nection of the you-attitude with the 
number of you's in a letter, which 
brings on its fuzzy identification 
with “unselfishness,” and which 
causes many businessmen to look 
upon it as a kind of vaporous ivory- 
tower concoction that vanishes into 
irrelevance in the cold, clear air of 
competitive enterprise. 

The existence of the you-attitude 
is predicated upon the assumption 
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Wherever there is a need to trans- 
fer operating records between 
offices, the IBM Card-to-Tape and 
Tape-to-Card Machines have 
unique advantages. Investment 
brokerages, freight forwarders, 
organizations with widely dis- 
tributed inventories, and many 
other types of business and in- 
dustry profit from the applica- 
tions of this equipment. 


The IBM Card-to-Tape Machine 
translates information from IBM 
Cards into tapes which can be 
wired automatically to your 
branch or home offices. Here they 
are received in the form of fin- 
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ished documents, suchas shipping 
instructions, broker’s confirma- 
tions, and other important reports. 
If preferred, the tapes may be 
mailed. For permanent records, 
the receiving office uses the IBM 
Tape-to-Card Machine, which 
provides a duplicate set of cards 
to prepare many documents on 





your installation of IBM equip- | 


ment or in the local IBM Service 
Bureau. 


For further news of this important 
development, ask to have a local 
IBM representative discuss it with 
you in detail, or write for our 
descriptive folder. 


INTERNATIONAL BUSINESS ‘MACHINES CORPORATION 





World Headquarters Building, 590 Madison Ave., New York 22, N. Y. 
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that the ultimate purpose, however 
remote, of every business letter is to 
increase our firm’s profits. It is 
founded solely on legitimate self-in- 
terest. Its primary purpose is to 
help us earn our own livelihood, and 
nobody else’s. 


ERHAPS because a similar prin- 
ciple—the same principle, really 
—is necessary in effective selling, 
the you-attitude is doubly impor- 
tant in sales and good-will letters. 
But surely it is a mistake to confine 
it in any way to these two categories. 
It is by its very nature indispensable 
to every kind of business letter. 

Just as a firm’s sales force should 
not be limited to the sales depart- 
ment but should include every mem- 
ber of the firm, so a firm’s sales cor- 
respondence should not be restricted 
to its direct-mail advertising but 
should embrace every letter it sends 
out. Every business firm is essen- 
tially a sales organization, selling its 
product or its services; other activ- 
ities are vital, even indispensable, 
but clearly they can be so only as 
they promote or facilitate a contin- 
uous series of profitable sales. The 
sales department sells the product or 
services, while the other depart- 
ments have, and should take, con- 
tinual opportunities to “sell the 
house.” A company’s correspond- 
ence offers an ever-present means to 
full efficiency, and it is through the 
you-attitude that the means can be 
fully employed. 


ET’S take a look at the you-atti- 
tude in operation. Though it is 

usually considered just one of many 
characteristics of good business cor- 
respondence, actually the correspond- 
ent who has developed it and uses it 
can’t write a poor letter. He will not, 
for instance, write a sentence like 

The child was reported badly in- 
jured by our salesman, because 
(granting that the salesman really 
wasn’t responsible for the injury) he 
will recognize that the sentence will 
be ambiguous to the average reader. 
Even if he writes the sentence, he 
will quickly change it to 

Our salesman reported that the 
child was badly injured. So, too, he 
is not likely to write 

We have missed you recently and 
have been wondering why, because 
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the sentence is open to the interpre- 
tation that “we are wondering why 
we have missed you,” whether the 
writer intended it or not. There is 
too great a chanc€ that a few readers 
would find the statement offensive 
and that others gyould think it ridic- 
ulous; there is no reason to take this 
chance when the sentence can easily 
be changed to read something like 
this: - 


We have missed you recently. The 
welcome mat is still out, you know. 


ao the you-attitude, as we have 
said, is so widely accepted as in- 
dispensable to effective sales cor- 
respondence, let’s look at examples 
of other kinds of business corre- 
spondence in our effort to see how 
the you-attitude operates. 

The most important qualities of a 
good order letter (form or other- 
wise) are exactness and complete- 
ness. But our correspondent with 
the you-attitude does not have to 
know this, at least formally ; he will 
know it instinctively because it fol- 
lows necessarily from his attitude. 
For example, here is an order letter 
from a man with about as much yov- 
attitude as a porcupine: 


Sirs: 
Send me one of those clocks on 
page 132 and if it’s any good Ill 
send you a check for it. 

Yours truely, 


The reply, though itself no paragon, 
provides succinct criticism of his 
letter : 


Dear Sir: 


First, please tell us which clock on 
page 132 of which catalog. Then 
send us your check, and if it’s any 
good, we'll send you a clock. 


Yours truly, 


N ACKNOWLEDGMENT let- 

ters, the you-attitude is important, 
as in order letters, in achieving 
exactness and completeness, and in 
lending courtesy to the tone. It is 
especially valuable in letters refusing 
orders. For example: 


We offer these articles only in 
gross lots, for to sell them in 
smaller quantities would eat up 
our profit. 


This is a concise, direct statement of 
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fact, but it offers, for the refusal, a 
reason of about as much interest to 
the reader as the health of the 
writer’s pet canary. The you-attitude 
dictates this reply : 


It is only by selling these articles 
in nothing smaller than gross lots 
that we can offer them to you at 
their present low price. 


Though this version says substan- 
tially the same thing as the other, it 
Says it in a way more likely to move 
the reader to accept the refusal, per- 
haps not with enthusiasm, but at 
least without resentment. 


ro problems of the inquiry letter 
are also easy prey for the you- 
attitude. Let’s again take a sample 
for illustration : 


Dear Mr. Johnson: 

We are reorganizing the collection 
procedures of our credit depart- 
ment, and, since your concern’s 
collection system has such a fine 
epee for its courtesy and 
emciency, we are turning to you 
for help. 

Any information you could give us 
would be greatly appreciated. 


Yours truly, 


The correspondent with the you-atti- 
tude will recognize Mr. Johnson’s 
position at once and will realize that 
the letter will be answered not at 
all, or at best perfunctorily. Why? 
Because Mr. Johnson won’t know 
where to start or what to cover ; he’ll 
feel as though he had been asked to 
write out a comprehensive summary 
of The Encyclopedia Britannica. 

It is for this reason, and this rea- 
son alone, that the prime require- 
ment of a good inquiry letter is that 
the questions be specific, and, if feas- 
ible, be put in some kind of question- 
naire form. In this way the writer 
makes it more likely not only that 
he’ll get a reply, but also that the 
information he receives will have 
some connection with the informa- 
tion he wants. In the letter above, 
for instance, though the first para- 
graph can remain as it is (since it 
explains the letter’s purpose and pre- 
pares Mr. Johnson for his reply 
job), the rest would have to be 
changed to something like this: 


We are particularly interested in 
the following problems: 








1. How many notices should 
ordinarily be sent to an aver- 
age risk? 

2. About how many of these no- 
tices should be “reminders,” 
and how many of them let- 
ters? 

3. About how long should the 
first reminder be? 

4. How should a letter threat- 
ening legal action be organ- 
ized? 

We would be very grateful for 
your advice on these questions, as 
well as for any information which 
you think relevant and which you 
could conveniently send us. 


Cordially, 


HE adjustment letter that refuses 
a claim must be written with the 
you-attitude, of course, for much the 
same reason that the order-refusal 
above would have to be so written; 
indeed, the need for the you-attitude 
in such a letter is so imperative and 
so widely recognized that the point 
need not be labored. But very often 
there is greater need for it in claim- 
granting letters than we may sus- 
pect. This letter, to illustrate, is 
friendly, concise, and probably ade- 
quate for many situations: 


Subject: Your letter of April 5 


Dear Mr. Fenner: 

You are quite correct in assuming 
that your Capler time-switch 
should give you better service 
than it has. Please return it and 
we will be glad to repair or replace 
it free of charge. } 

Cordially, 


But let us consider the probable at- 
titude of the reader. He has bought 
a Capler, and it has given him poor 
service. If he’s normal, he is not very 
happy about the Capler ; in fact, it is 
quite possible that he expects a re- 
fund so that he can buy a Rapler in 
place of his Capler. Surely it would 
be worth two or three cents more 
(especially if this is a form letter) to 
add a second paragraph like this: 


The Capler is a quality product 
made by one of the largest manu- 
facturing firms in the Middle 
West. It is very popular and has a 
reputation for long outliving its 
guarantee. Please be assured that 
yours, after it has been properly 
adjusted, will give you more than 
satisfactory service. 


(Continued on Page 40) 





He is your local U.S. F.&G. Agent 


Youn want to see him because he knows 
how to give your company maximum coverage 
against losses which are due to dishonesty, 
vandalism and accident ... with a minimum 


of premium outlay. 


Or if you want to see him today, there is a 
U.S. F. & G. agent in your community who 
will be glad to call on you at your convenience. 


Naturally there is no obligation. 


= U. . KI. X (yr. Companies 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 

" as you would your 
Doctor or Lawyer.” 


“Consult your Insurance 
Agent or Broker 
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RECENT COURT DECISIONS 


of interest to financial executives 


1. Sales tax on shipments 
for consignment to other 
states 


ANUFACTURERS and 
M shippers of merchandise are 

generally aware that there 
are some twenty-seven or more 
states which now levy taxes on goods 
which are shipped from the state of 
the manufacturer to another state. 
The fact that this may constitute 
interstate commerce does not neces- 
sarily violate article I, section 8 of 
the United States Constitution 
(which gives Congress exclusive 
right to regulate interstate com- 
merce). This is because the Su- 
preme Court has held that in spite 
of the fact that the section in ques- 
tion prohibits a state from levying 
a tax which places a burden on in- 
terstate commerce, “it was not the 
purpose of the commerce clause to 
relieve those engaged in interstate 
commerce of their share of state 
tax burdens, merely because an in- 
cidental or consequential effect of 
the tax is an increase in the cost of 
doing business.” 

The policy of the U. S. Supreme 
Court was confirmed in the case of 
McGoldrick V. Berwind-White Coal 
Mining Co., 309 U. S. 33. Primarily 
the Supreme Court holds that the 
state into which goods have been 
shipped has the right to tax goods 
even though they are shipped in in- 
terstate commerce, if (a) the goods 
come to rest within the taxing state, 
and (b) the tax is not discrimina- 


tory. 
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Reviewed by Carl B. Everberg, 


Assistant Professor of Law, Boston University 


NOTHER vital issue has now 

recently developed, in which 
the danger of multiple taxation is 
made quite obvious. This danger 
was presently averted however, by 
the Supreme Court of Indiana in 
the case of Gross Income Tax Di- 
vision, State of Indiana V. Quick 
78 NE 2nd 871, 4 ALR 2d 238. In 
this case the tax imposed on a con- 
signment of cattle and hogs was not 
exacted by the taxing authority of 
the state where the goods came to 
rest, but by the state from which the 
cattle and hogs were shipped. In this 
case a farmer shipped livestock by 
truck and rail to commission mer- 
chants in cities in other states. These 
commission merchants received, 
cared for, sold, and transferred the 
livestock at the stockyards where 
they were received. The shipments 
were frequent, recurring and con- 
stant, and there were no prior or- 
ders for the livestock received by 
the seller. The buyers were unknown 
at the time of the shipment. It can 
be readily appreciated that if the 
state of Indiana had the constitu- 
tional power to tax sales of the live- 
stock in the state of Illinois, and if 
the State of Illinois had a similar 
taxing power, the sale of the live- 
stock would therefore be subject to 
a sales tax in two states—the state 
of shipment and the state of the 
ultimate sale of the goods. 

The argument of the state of In- 
“2 See Crepir MANUAL OF ComMERcIAL Laws, 
National Association of Credit Men, Chapter 
XVI, Sales and Use Taxes. Four cities in the 
U. S. are also levying taxes under their taxing 


power, of a similar nature—New York, Los 
Angeles, San Francisco and New Orleans. 
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diana was that when the cattle were 
sold by the commission men in IIli- 
nois, they were no longer in the 
stream of interstate commerce, and 
the proposed tax did not therefore 
involve a violation of the interstate 
commerce clause of the Constitu- 
tion. However, the Supreme Court 
of Indiana held that the sale of the 
cattle and hogs was still a part of 
interstate commerce, and that the 
interstate commerce did not end un- 
til a sale of the product. The court 
held, therefore, that the Indiana 
attempt to tax the sales in this case 
was prohibited by the Constitution 
of the United States, Article I sec- 
tion 8 (the section in question being 
a distinct limitation on the power 
of states to take any action which 
may be fairly taken to impede the 
free flow of commerce between the 
states). 


2. Special legal incidents 
pertaining to international 
air transportation 


A CASE which involves a story 
of human interest, and the new 
kinds of problems involved in in- 
ternational transportation by air, 
is represented in the very recent 
case of Ross et al V. Pan American 
Airways Inc. 299 N. Y. 88, 85 NE 
2d 880. 

The plaintiff in this case is known 
professionally as Jane Froman. She 
brought suit against the defendant 
for damages amounting to $1,000,- 
000 following the crash of a plane 
in which she was a passenger. This 


unfortunate accident happened in 
1943, in connection with an arrange- 
ment which plaintiff made with 
U. S. O. Camp Shows Inc. where- 
by she volunteered as a theatrical 
performer to entertain soldiers in 
the war areas abroad. The transat- 
lantic airplane, on which she was a 
passenger, crash-landed in the Tagus 
River, near Lisbon, within the Re- 
public of Portugal. The defendant 
in its answer alleged that the flight 
was “international transportation”, 
and therefore subject to the rules of 
the “Warsaw Convention”, and that 
accordingly the defendant, in the ab- 
sence of wilful misconduct (which 
was not alleged by the plaintiff), was 
liable for no more than 125,000 
francs, or $8,291.87 at the rate of 
exchange specified in the convention, 


HE so-called Warsaw Convention, 

briefly explained, is a treaty to 
which thirty nations, including the 
United States, entered into as par- 
ties, and which treaty (printed in 
full in 49 U. S. Stat., part 2, 3000) 
regulates and limits the liability of 
air carriers engaged in international 
transportation, as this is defined in 
the convention. Parenthetically, at 
the time the treaty was being made, 
the Secretary of State, who was 
Cordell Hull, pointed out to the 
President of the United States, that 
some of the purposes of the treaty, 
with respect to the limitations of 
liability, were that it would be bene- 
ficial to passengers and shippers as 
affording a more definite basis of 
recovery, and as tending to lessen 
litigation; and that it would prove 
to be an aid in the development of 
international air transportation, as 
such limitation would afford the 
carrier a more definite and equitable 
basis on which to obtain insurance 
rates, with the probable result that 
there would eventually be a reduc- 
tion of operating expenses for the 
carrier and advantages to travelers 
and shippers in the way of reduced 
transportation charges. (Senate 
Doc., executive G 73rd Congress, 
2d sess., p 3.) 

It was held by the court that this 
trip was “international transporta- 
tion” within the definition of such 
term in the Convention. It over- 
rode and supplanted any contrary 
local law as to the legality of limit- 
ing a carrier’s liability. Furthermore 
the plaintiff was presumed to know 
the law and was bound thereby. The 

(Continued on Page 28) 
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Important Assets may be 
Out of Sight... Out of Mind 
.-. but NOT Out of Danger? 


S 


ETWEEN the time credits are approved 
Bina goods are shipped . . . and the time 
your customers pay you . .. many unforesee- 
able events can occur to turn your good credit 
risks into bad debt losses. To name a few: 
shifts in public taste, new inventions that 
render products obsolete, wide price fluctua- 
tions or other economic changes, labor dis- 
turbances, new government restrictions, glut 
of foreign goods, etc. 


Your Accounts Receivable 
Should Be Insured 


Manufacturers and wholesalers in 150 lines 
of business who insure their plant, equipment, 
inventory, cash, etc. ... have completed their 
program of protection with American Credit 
Insurance. It guarantees payment of ac- 
counts receivable . . . pays you when your 
customers can’t. 


American Credit policies enable you to 
select coverage to fit your needs. You may 
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insure all accounts . . . a selected group of 
accounts ... just one account. Your accounts 
receivable are valuable assets at all times ..- 
should be protected at all times. 


Send for Book, “Why ‘Safe’ 
Credits Need Protection” 


lt contains valuable facts for you, your 
treasurer and credit manager—discusses the 
nature of credit, unpredictable events which 
result in losses despite diligent investigation, 
etc. It also gives information about American 
Credit Insurance. No obligation. Simply 
phone the American Credit office in your 
city or write: AMericaAN CrepiT INDEMNITY 
Company oF New York, Dept. 47, First 
National Bank Building, Baltimore 2, Md. 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 
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FTER their post-war expan- 
A sion, many businesses have 

found themselves with a 
heavy investment in fixed assets and 
a shortage of working capital. In 
their eagerness to remedy this situa- 
tion, managements have shown re- 
markable enthusiasm for a new 
method of raising cash—the sell, 
lease-back contract. The frequent 
occurrence of this type of financing 
makes it seem possible that in some 
cases the officials involved have not 
fully weighed all the negative and 
restrictive aspects of these agree- 
ments. 


ee examining a_ specific 
case, let us briefly survey the gen- 
eral nature of sell, lease-back con- 
tracts and the economic reasons for 
their popularity. In the past, when 
managements wished to raise more 
working capital the usual procedure 
would have been to sell mortgage 
bonds or stock. In the present capital 
market stock issues seldom can be 
disposed of at reasonable prices. 
Large bond issues are still frequent, 
but there is the disadvantage that 
the fixed liability appears on the 
Balance Sheet, which makes the 
“ratios” appear unfavorable. 

To meet these objections the sell, 
lease-back contract has been devel- 
oped. In its elements the plan is 
simplicity itself. Since the manu- 
facturer or retailer wants to have 
use of his plant or store, but does not 
need to own the property, he sells 
the fixed asset to a large investor 
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CASE STUDY OF A 


SELL, LEASE-BACK CONTRACT 


by PAUL KIRCHER 
School of Business, University of Chicago 


and immediately leases it back on a 
long term contract. The agreement 
usually provides for “net” rentals— 
that the investor will be paid a cer- 
tain guaranteed amount because the 
former owner agrees to continue to 
pay all taxes and upkeep expenses. 

The “net” rental is usually large 
enough so that the investor can con- 
sider part of each payment as a re- 
turn of his original outlay. Thus the 
amount of capital he has tied up 
steadily diminishes. Obviously, if the 
interest he is earning in addition is 
above the general bond market rate, 
this is a profitable and well-secured 
way to invest funds. 

From the seller's viewpoint the 
transaction has many desirable as- 
pects. He has accomplished his pur- 
pose of converting fixed assets to 
current assets. He has done this 
without incurring any liability which 
he will be required to show on his 
financial statements. Present ac- 
counting practice is such that he is 
not even required to footnote this 
liability. 


T IS hardly surprising that the use 
of sell, lease-back contracts is 
arousing considerable interest in the 
world of big business. At meetings 
and conventions it is a favored topic. 
Articles have appeared in many pub- 
lications.1 But the procedure has 


1 = a Cannon, Journal of Accountancy, April 


John’ fi. Myers, Accounting Review, July 1948. 

aul Kircher, The fronsret er, August, 1948. 

John J. Wilson, Jr., Scott Harrod ‘od, e Con- 
wt er, February, 1949. 


i. Cary, H 


Harvard Law Review November, 
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been so new that there has been a 
minimum of actual experience to 
guide management in making proper 
decisions. 


It is still too early to be sure what 
the long run effects will be. How- 
ever, some of the possible pitfalls are 
beginning to be apparent. 


For example, many of the earlier 
leases contained repurchase provi- 
sions, whereby the seller could reac- 
quire the property at a figure some- 
what commensurate with the amor- 
tized value as viewed by the investor, 
i.e., the original amount less the 
portion of the net rental which might 
be considered return of capital. But 
this provision introduced the danger 
that the courts might consider the 
whole transaction as a mortgage loan 
and not a bona fide sale. The de- 
ductibility of the rental as an ex- 
pense for tax purposes might then be 
questioned. As a result, such leases 
now frequently omit any repurchase 
agreement. 


A larger question, as yet unsettled, 
has to do with the proper way to pre- 
sent the situation to those who use 
and rely on financial statements. As 
has been said, it is not necessary to 
show on the balance sheet that an 
obligation exists to pay rentals on a 
lease. Nor is it necessary to disclose 
the annual rental separately as a 
fixed charge on the Income State- 
ment. Unless the president chooses 
to comment on the situation in his 
report, the only discernible change is 
a drop in fixed assets (perhaps offset 





by other acquisitions) and an in- | 


crease in working capital (unless it 
has been used for the purchase of 
fixed assets or retirement of 
equities). 


EGARDLESS of how account- 
ants settle this issue, it is impor- 
tant for managements to understand 
the possible consequences of the obli- 
gation created by a sell, lease-back 
contract. An excellent case in point 
is provided by the recent experience 
of a large corporation. 

In its 1947 Annual Report a com- 
pany explained that it had concluded 
an arrangement with an insurance 
company whereby it sold to that 
company a large new plant. 

Then it rented the buildings from 
the insurance company for a period 
of 20 years with renewal options 
each 5 years permitting it to extend 
the term to a full rental period of 80 
years if it wished to do so. The 
annual rental was to be an amount 
equivalent to the following percent- 
ages on the price at which it sold the 
properties For the first 20 years, 
7% ; for the next 20 years, 14%; 
for the remaining 40 years 1%, plus 
in each case taxes, insurance, and 
upkeep and maintenance costs. 

This contract is typical of many 
that have been written; though fre- 
quently the original term is some- 
what longer than 20 years and the 
rate somewhat below 7%, the net 
effect is much the same. 

At first glance this would seem to 
portray a very favorable situation. 
Brand new plants, — present net 


cost $0. 
ppen discussing this further, 


it is worth a moment to picture 
the background of this transaction, 
in order to understand the long-term 
business and financial complications. 

The new plant is located in a town 
of about 3000 population. There is 
also a milk canning plant, a furniture 
company, and a few other industries, 
but to a large extent the main func- 
tion of the town is as center of a 
farming community. 

The announcement of a new half- 
million dollar plant, to employ sev- 
eral hundred workers, caused a sen- 
sation. Residents began remodeling 
houses into apartments, real estate 
firms undertook the construction of 
a group of prefabricated houses, 
other businessmen planned expan- 





Here's How to Put 
Your Best Foot Forward in 
Credit Correspondence 


Every working day of the year Credit Executives have 
to write many letters asking their customers to do some- 
thing. Note that: asking their customers to do something. 


Whether those customers will do what they are asked to 
do will depend in many cases on how skillfully they are 
asked. A 


H. M. Sommers’ new book, Psychology in Credit Let- 
ters, is a goldmine to the Credit Executive faced with 
troubling problems in correspondence. The book shows 
the proper psychological approach to difficult customers, 
the slow payers, the non-payers, the discount chiselers. It 
points out how the customer’s own basic instincts can be 
made to impel him to do what you want. 


. Volume after volume, article after article, have 
been written on this subject. Example after ex- 
ample has been printed of the successful credit letter. 
But never before has anyone gone to the trouble of 
analyzing these letters so carefully, showing why cer- 
tain sentences and phrases can have such telling ef- 
fect, how you can make your credit letters infinitely 
more effective. 


There is a very limited number of copies still available, 
cloth bound, at $3.00 a copy. Send in your order now while 
it can still be filled. Postage prepaid if check is sent with 
order. 


- Publications Department 


National Association of Credit Men 
One Park Avenue, New York 16, N. Y. 


Gentlemen: . 


Please send me copies of PSYCHOLOGY IN 
CREDIT LETTERS, by H. M. Sommers. 


a whee ehas se6-s 6 pmb ana 


la Suse. 14 <1ises an OUT C— Check enclosed. 


CREDIT AND FINANCIAL MANAGEMENT, August, 1949 





sions, all in expectation of the new 
industry that was coming to town. 

One year later the picture had 
changed. In the next annual report, 
1948, the president of the corpora- 
tion explained with commendable 
clarity that certain categories of 
products, including those made at 
the leased plant, produced unsatis- 
factory profit results. There had 
been some improvement in 1948. 
However, upon completion of a large 
order the company decided to dis- 
continue its activities in that field. 
The use of the plant for the manu- 
facture of other products of the Cor- 
poration, or its other disposition, 
was under consideration. 


HE overall condition of the cor- 
poration appears to be excellent. 

But the picture with regard to oper- 
ations in the small town is not quite 
so bright. Aside from the unprofit- 
ability of the particular operations 
which were carried on, now con- 
cluded, the effects of the financing 
remain. Unless the company can ne- 
gotiate with the insurance company 
to sublease or to repurchase the 
plant and then resell it, (neither of 
which is permissible in many recent 
leases ), the company is committed to 
stay in the town for almost 20 years. 

The rentals, the taxes, the insur- 
ance, and some maintenance will 
continue to accrue. It can continue 
to be a headache for a generation, in 
spite of the fact that the company 
does not own the property. In some 
ways it might be better off if it did 
own the plant. If it had raised money 
on a mortgage it might now sell the 
property and redeem at least part of 
its obligations. If worst came to 
worst it could abandon the plant to 
tax liens. But under typical lease 
terms it is obligated to continue. - 

All of the intangible difficulties 
have not yet been considered. The 
closing of the plant hit the town 
very hard. Bright hopes and many 
hard cash outlays vanished almost 
overnight. When and if the com- 
pany tries to bring in other opera- 
tions, the psychological repercus- 
sions are likely to prove troublesome 
for years. 

Meanwhile, the rentals, the taxes, 
etc. are there to burden each year’s 
Income Statement. At present the 
company apparently regards them as 
a “Cost of Sales before Deprecia- 
tion” or “Selling, Branch and Ad- 
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ministrative Expenses.” No other 
category appears on the 1948 state- 
ment in which they might properly 
be included. 


él TREATING the yearly expense 
in this way the company is follow- 
ing orthodox accounting procedures ; 
likewise in omitting any mention of 
the long-term obligation on their 
Balance Sheet. The statements have 
the approval of the auditors. 

However, managements who are 
considering the use of sell, lease-back 
contracts to raise working capital 
might do well to examine some of 
the implications of this company’s 
experience. Where the financial 
statements are concerned, ‘“There’s 
more to it than meets the eye.” 

Credit men should certainly study 
the effects of these agreements. To 
all intents and purposes, the ex- 
penses incurred under the lease are 
fixed cash charges. This includes the 
maintenance costs and taxes as well 
as the rentals. As for future earning 
potential, there may also be intan- 
gible factors, similar to those de- 
scribed, which need careful consid- 
eration. 


Recent Court 
Decisions 


(Continued from Page 25) 


court pointed out also that the limi- 
tation is not one created by agree- 
ment between the parties but by the 
convention itself. 


HE real issue of the case was 

whether the plaintiff was bound 
by the limitation in this case by 
reason of the fact that the ticket for 
her transportation was never actu- 
ally delivered to her physically, as a 
result of which she not only was 
ignorant of the limitation, but be- 
yond that, an article of the Con- 


vention requires the delivery of the 
passenger ticket to the passenger in 
order for the carrier to avail him- 
self of the limitations of liability, 

The plaintiff had all arrangements 
made for her, up to the point of em- 
barkation, by an employee of the 
U. S. O. Camp Shows, which in- 
cluded the obtaining of passports 
and visas, the purchasing of tickets, 
and having entertainers on hand at 
the time of departure. At the time 
of departure an employee of the 
U. S. O. Camp Shows had posses- 
sion of the tickets for not only the 
plaintiff but for other performers, 
At no time did the plaintiff actually 
have physical possession of the 
tickets, according to the evidence; 
but the tickets and passports were 
passed along the desk at the terminal 
and the performers moved along in 
front of these desks. At the moment 
of departure the employee of U. S. 
O. Camp Shows put in the hands 
of each performer a passport and 
a slip of paper (not the ticket it- 
self) admitting her to the plane. The 
tickets were given by this employee 
to another employee who boarded 
the plane. It was the position of 
plaintiff that there were no specific 
instructions from her to the em- 
ployee authorizing him to act for 
her; that in all this there was no 
actual delivery of the tickets to the 
plaintiff—that this would thus re- 
sult in the plaintiff not being bound 
by the limitations according to the 
Warsaw Convention itself. 

However, the Court of Appeals 
for the State of New York held 
that where the ticket bore the plain- 
tiff’s name, and all the particulars 
as to the intended route as well as 
a reference to the Warsaw Conven- 
tion limitations, and inasmuch as it 
was laid in front of the plaintiff 
on the table in the airport, she, by 
thereafter boarding the plane as 4 
traveler on that ticket, impliedly, if 
not expressly, ratified and adopted 
what had been done by the army, and 
later by the employee of the U. S. 
O. Camp Shows Inc. in taking out 
that ticket in her name. Thus the 
court declared that on the undis- 
puted facts it was impossible as a 
matter of law to make any other 
finding than that the ticket was “de- 
livered” and thus the top limit of 
recovery was the amount (which the 
defendant admitted) namely, $8, 
291.87. 
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TAXES 


(Continued from Page 16) 


gle observations may be 
made with respect to the impact 
of present tax burdens and present 
federal fiscal policies upon business 
generally. 

First, Dr. Emerson Schmidt has 
testified—and the evidence of his- 
tory seems to support him—that 
once total tax revenues approach or 
equal 25 per cent of the national 
income, as has been the case in the 
United States for several years run- 
ning, the democratic state goes into 
an inflationary revolt. “This,” Dr. 
Schmidt observes, “seems to be an 
economic law.” Others have gone 
further than Dr. Schmidt, contend- 
ing that a free enterprise economy 
cannot indefinitely survive a tax bur- 
den equal to 25 per cent of the 
national income and remain free. 

Second, the effect of present taxes 
upon new equity capital is shown in 
the evidences at hand of its increas- 
ing scarcity. Statistics released by 
the President’s Council of Economic 
Advisors show that funds used for 
capital investment by corporations 
during 1948 amounted to $26.9 bil- 
lions. Of this amount only $1.1 bil- 
lions came from new equity capital, 
and probably not more than half of 
this relatively small sum was com- 
mon stock. Retained earnings fur- 
nished a large part of the capital 
funds. Bond issues and bank mort- 
gage loans totalled $6% billions. 
There is increasing evidence that 
small businesses find it particularly 
difficult to secure new capital or 
accumulate capital from earnings. 

Third, present taxes have already 
stimulated new patterns of tax 
avoidance or evasion, and these 
patterns will assume greater pro- 
portions if and when taxes are in- 
creased. Let me offer two illustra- 
tions of what I mean. Cooperatives 
and other tax-exempt enterprises are 
growing by leaps and bounds; not 
only are new farmer and consumer 
Co-Ops increasing in number, but 
many private business concerns are 
changing over to this form of enter- 
Prise in order to obtain tax-exempt 
status; moreover, many industries 
are being acquired by colleges, foun- 
dations and churches, giving up 
their taxpayer status in the process. 


Last year the gross income of 
these tax-exempt enterprises ex- 
ceeded 15 billion dollars, and the po- 
tential Federal tax liabilities which 
they escaped amounted to over 300 
million dollars. What does this 
mean? It means not only that a 
larger and larger group of enter- 
prises enjoys substantial competitive 
advantages over other businesses in 
their field, but that the taxes they 
escape paying must eventually fall 
upon the remaining taxpaying enter- 
prises. You might say that this can 
be solved by reducing or removing 
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Hi ohli its | a INSURANCE HISTORY 


RIVER BOATS WERE TOO RISKY 

Although inland transportation in America 
was completely revolutionized by steam, the insuring of 
river boats remained an unpopular risk with the insurance com- 


had doubled the amount of our foreign commerce, such risks were con- 
sidered too hazardous. Fur traders transported goods of great worth through 
Indian country and over poorly charted streams, and accidents were frequent, 
especially on the western rivers where the river boat pilots were apt to be 
more daring than cautious. Consequently the insurance companies were 
slow to change their practice of insuring only boats, not their cargo. 


The National Union and Birmingham greatly appreciate the safety- 
first piloting record of their executives, who have brought 
the investments and jobs of many people safely 
through war troubled and economically » 
upset years. 


NATIONAL UNION 
and BIRMINGHAM 


FIRE INSURANCE COMPANIES 


this discriminatory tax treatment in 
favor of cooperatives. But we are 
confronted with the hard fact that 
the Administration’s policy for some 
time has been to encourage the 
growth of cooperatives. 

Let me give you one more illustra- 
tion—this is a new kind of tax 
avoidance. It began when the Presi- 
dent was granted a $50,000 tax-free 
allowance in addition to a $25,000 
salary increase last January. At the 
same time the Vice President and 
the Speaker were accorded similar 
treatment, although on a less preten- 
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tious scale. Now a move has quietly 
begun to augment, gradually, this 
list of preferred office-holding tax- 
payers, with the result that we may 
soon have in the United States, as 
they now have in Soviet Russia, a 
new caste in our social system com- 
prising government officials whose 
compensation is largely tax-exempt. 
This is not a sound tax policy, nor 
does it have any place in a social 
system of free men with supposedly 
equal rights under the law. 


EDERAL spending policies 

rather than the tax burden itself 
have a serious impact on certain 
specific types of industry. Let me 
mention the most important one— 
electric power. The Federal govern- 
ment has already invested over three 
billion dollars in government power 
projects. But this is only the begin- 
ning. Proceeding without benefit of 
any Congressionally-approved public 
power policy, the Government has 
embarked upon a Federal power ex- 
pansion program, the blueprints of 
which call for an eventual invest- 
ment of over 40 billion dollars of 
taxpayers’ money. 

The total investment in privately 
owned utilities today is estimated at 
17 billion dollars. These private util- 
ities pay heavy Federal taxes. Gov- 
ernment-owned utilities do not. The 
intention of the public power lobby 
is to squeeze out the private com- 
panies eventually, and to divide the 
nation up into nine power districts 
or economic regions, with the seat 
of control in Washington. This 
means, of course, the nationalization 
of the power industry, for the ex- 
pansion of Federal power facilities 
will progressively discourage the in- 
vestment of private funds in pri- 
vately owned utilities, eventually 
forcing the latter to sell out to gov- 
ernment. Once electric power be- 
comes a Federal monopoly, no in- 
dustrial concern will ever again be 
fully free to decide for itself where 
it shall locate, what goods it shall 
produce, or how much it shall 
expand. 


AY I conclude with one final 

observation as to another dis- 
turbing effect induced by Federal 
fiscal policies: I refer to the im- 
pact of these policies upon the char- 
acter of large segments of our peo- 
ple. 
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Over many years the members of 
your profession have built up a sys- 
tem of private credit whose value to 
America cannot be gauged in terms 
of dollars alone. Largely as the re- 
sult of your efforts and those of 
your predecessors, the American 
people have learned how to acquire 
and maintain a credit standing. In 
this process they have learned, in 
their own self-interest, to appreciate 
the true value of integrity, industry, 
thrift and planning for the future. 
All this has contributed much to the 
stability of our national economy. 

So along comes government, now, 
with its emphasis on spending and 
borrowing and deficit-financing, with 
its taxes which penalize industry and 
thrift, with its easy loan arrange- 
ments for marginal farmers, with its 
52-20 clubs which have destroyed 
the will to work in thousands of our 
war veterans, with its non-contribu- 
tory pensions and doles and subsid- 


ized low-rental housing and other 
cash premiums it pays out on habits 
of indigence and _ irresponsibility, 
The disastrous effect of these pol- 
icies can never be demonstrated in 
terms of cold statistics. 

But if these policies persist, how 
long will it take to soften the moral 
fiber of our people to the point 
where they will look upon the sur- 
render of their liberties as a bargain 
price to pay for security bestowed 
by an all-powerful government? We 
must remember that all this has hap- 
pened before to proud peoples of 
once mighty nations. Merivale, in 
his History of the Romans, tells 
how, in the long transition from a 
proud republic into a despotism, “the 
favour of the people was sought and 
gained by profuse largesses; the 
means of seduction and covert 
bribery allowed by law were used 
openly and boldly.” And finally a 
hundred years passed before the 
Roman people suddenly realized that 
all their once vaunted freedoms were 
forever gone. 

I have given you the picture as I 
see it. It is not a pleasant picture. 
I have not discussed what we might 
do about it. That is another story— 
a story in whose telling you your- 
selves must play the leading roles. 


Recent Developments in Distribution 
(Continued from Page 9) 


sold and sent through them. It is es- 
timated that vending machines are 
selling a volume of almost a billion 
dollars and estimates for 1960 run to 
5 billions. 

Company stores or industrial 
commissaries are coming back with 
vigor after having remedied most of 
the faults for which they were criti- 
cized as formerly run in connection 
with the coal mines and lumber 
camps in particular. In many indus- 
trial communities they will offer 
real competition to the conventional 
retailers and are capable of passing 
along to employees much of the ad- 
vantage of the big scale buying 
power of industrial concerns. 

Consumer cooperatives and di- 
rect-to-consumer selling have shown 
no appreciable trend during the last 
twenty years. Their combined vol- 
ume has never reached 3% of our 
national retail trade. It is improb- 
able that they will offer much com- 


petition with other types of retailers 
in the foreseeable future. 

The number of retail stores in the 
U. S. already exceeds the pre-war 
number by at least 400,000 and now 
number almost 2,000,000, but the in- 
crease is almost entirely in indepen- 
dents. The number of chain stores 
may actually continue to decrease 
while the size of store goes on in- 
creasing. The economy of size is 
quite evident. 


CONOMICALLY the existence 
of at least a third of our stores is 
not justified. Perhaps there is a so- 
cial justification, but they are not 
capable of making a_ reasonable 
profit under competitive conditions 
and their slow starvation and failure 
merely add to the total costs of dis- 
tribution. Their failures, of course, 
are paid for by consumers. The large 
and. well managed independents and 
the chains compete aggressively for 
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the most profitable mass traffic busi- 
ness while the smaller independents 
divide among themselves the unprof- 
itable or low profit scattered busi- 


“ness. This fact will become increas- 


ingly evident in a buyers’ market. It 
js estimated that over the past 50 
years only 7 out of 10 grocers re- 
main in business as long as one year 
while 4 out of 10 reach their fourth 
year. 

A baker’s dozen of the reasons for 
retail failure, listed roughly in the 
order of their deadliness, are: 

1. Incompetent management — 
deadliest of them all ; 

2. Insufficient capital ; 

3. Domestic and personal troubles, 
—such as extravagance, poor health, 
poor personality, intemperance, and 
marital troubles; 

. Dishonesty and fraud; 

. Bad debt and credit losses; 
Excessive overhead expanses ; 
Poor business location ; 

Too much credit buying ; 

. Speculation ; 

10. Unfavorable changes in re- 
tailer’s trading area,—the retailer’s 
market ; 

11. Store not neat and attractive ; 

12. Poor or insufficient sales help, 
and 

13. Management withdrawals too 
high. 

Competition belongs in the list but 
its rank changes greatly with the 
times. In a study of causes of retail 
failures in 1914 it ranked fifteenth in 
causes listed. In another in 1932 it 
was seventh. In still another made 
in 1943, covering drug stores only, 
it ranked second and at a time when 
competition for most retailers was 
the smallest of their worries. It will 
soon be a much bigger one. 


ORPNAMH 


NDER the spell of the retail 

prosperity of the past few years 
some retailers have bought and are 
buying real estate at prices that will 
prove burdensome, and in some cases 
ruinous, as strenuous competition 
and a buyers’ market take over. Oth- 
ers have burdened themselves with 
long term leases at rentals that are en- 
tirely too high. Cash positions will 
need to be strong and inventories 
“clean” to weather the “shake-out” 
period. 

Installment credit is increasing 
rapidly. This is a real danger when 
durable goods are still short. In a 
buyers’ market, however, such 


credit, if not over-expanded, will be 
desirable. Much more of this install- 
ment credit will be financed through 
the customer’s local bank than has 
been true in the past. 

Labor costs and wages have been 
an increasing problem for retailers. 
Wages in retailing will rise still fur- 
ther. Labor unions are planning to 
organize more retail employees. If 
successful, this will mean higher 
wages and shorter hours but it will 
also stimulate better store arrange- 
ment, better store equipment, and 
increased self-service. 


If the pending Federal minimum 
wage bill should be passed in the 
present session of Congress, retailers 
and other employers too are in for a 
disillusioning surprise. It is a very 
astute piece of legislation from the 
union point of view, — because it 


looks so innocent on the surface. It | 


proposes that a minimum wage be 


established at $0.75 per hour. That | 
is an increase of $0.35 over the pres- | 
ent minimum. The joker lies in the | 
fact that the $0.75 rate for the poor- | 


est worker is the spring, which if 
released, will push all other wages 
up a like amount. If the poorest 
worker’s hourly rate is set at $0.75 
then those getting $1.00 per hour 
will demand $1.35. Those getting 


$1.35 demand $1.70. In other words, | 


this legislation is a very clever way 
of boosting all wages by appearing 
to be concerned only with improving 


the lot of the poorest paid worker. | 
The increased wages are naturally | 
passed along in imcreased operating | 


expenses for the employer,—and 
higher prices to the consumer. 


Some of these tides are so basic | 


and irresistible that they can neither 
be stopped nor their direction 
changed until they have run their 
full course. Some of the currents 
may, on the other hand, be retarded 
or even reversed by economic forces 
or by legislative fiat. Surface ripples 
and eddies may change with fickle 


and startling suddenness as does the | 
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wind. In any case, facts and charts 


must be the guide for manufacturers, | 
wholesalers and retailers alike who | 


sail an economic sea where change 
alone is normal. It is always safer, 


with the tides, the currents and the 
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1. Eliminate waste caused by paper that 
is roughened, torn or spoiled by eras- 
ing. Avoid costly re-writing of records. 
Parsons Mechano Form ledger and 
index-bristol are made with fine, tough, 
new cotton fibers to withstand erasure. 

2. Eliminate dog-eared corners on fre- 
quently used cards or sheets. Why 
waste time fumbling, and finally re- 
writing the record? Parsons Mechano 
Form paper and cards are tough. The 
card stock is solid, not sheets pasted 
together. 

3. Eliminate smudging of entries and ink 
spreading on paper fibers. Parsons 
Mechano Form is chemically and phy- 
sically built to prevent this annoyance, 
and the waste of inaccuracy. 

4. Make your records more useful by hav- 
ing each kind of record on a different 
color stock. Parsons Mechano Form is 
available in white and six colors. They 
are available in a variety of weights and 
thicknesses so that matching records 
can be kept on cards and paper, provid- 
ing an automatic signal indicating the 
kind of record. 

Ask your printer or lithographer for Parsons 

Mechano Form when you buy record-keeping 


forms. Or send for the free booklet, ‘“‘How to 
Make Your Records Legible and Lasting.”’ 


Please send me, free and without cost or obliga- 


| tion, your booklet ‘‘How to Make Your Records 
| Legible and Lasting.” 


easier, and more profitable to ride | 


winds. Those who grant credit to | 
wholesalers and retailers must be | 
particularly good navigators lest they | 


lose the confidence of their captains. 
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In the 
MODERN 


office 


MODIFICATION — (Model 

88000) of the Disc Edison 
V oicewriter for combined use in dic- 
tation and telephone recording has 
been announced by Thomas A. Edi- 
son, Incorporated, West Orange, 
New Jersey. 

Similar in most respects to the 
regular Disc Edison Voicewriter for 
office dictation, the model 88000 in- 
strument contains a built in selector 
switch for choice of either Telephone 
or Microphone recording. A signal 
light indicates the service selected. 
The instrument comes equipped with 
an extension cord and special plug 
for connection to the Telephone 
Company’s recorder connector. No 
other wiring or installation work is 
required as the Disc Edison Voice- 
writer supplies the power and switch- 
ing means for controlling the re- 
corder connector. 

The Model 88000 is the same size 
as the regular Disc Edison Voice- 
writer and incorporates all of its 
features, including the convenience 
of disc recording ; Ear-Tuned Jewel- 
Action, the exclusive Edison elec- 
tronic-acoustic system that enables 
the machine to pick up the full range 
of voice sounds for the utmost in- 
telligibility of recording; and the 
many features that make it fully mis- 
take-proof with respect to operation 
by the dictator and secretary. 


REVOLUTIONARY depar- 

ture in office efficiency—push- 
button, mechanized record-keeping 
—has been developed by Remington 
Rand, Inc., pioneers in the business 
systems field. 

An electrically operated unit, 
called Robot-Kardex, offers all the 
advantages of the famed Kardex vis- 
ible records in a combination desk 
and cabinet which selects the desired 
record instantly and delivers it on a 
firm writing surface at desk-height ; 
an entirely new concept of record 
keeping. 

Designed to save money, time, 
labor and space, the unit takes an 
average of only three seconds to pro- 
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duce the proper record slide, cuts 
employee fatigue to a minimum and 
holds 59 per cent more sets of visible 
records per square foot than the 
standard Kardex housing. 

Robot-Kardex consists of a metal 
unit holding 4,020 sets of Kardex 
records in 60 trays, or slides, and a 
desk-top extension at which a clerk 
sits. When she taps one of the keys 
of a control panel*on the desk sur- 
face, the Kardex slide that has been 
in use returns automatically into the 
cabinet and the one she has chosen 
appears, positioned mechanically at 
the right level for quick reference 
or posting. 

Without budging from her chair, 
reaching or changing her posture, 
the clerk has 4,020 separate sets of 
visible records at her fingertips. 


eee addition of eight new ma- 
chines to its line of products is 
announced by International Business 
Machines Corporation. Six of the 
new products are electric accounting 
machines, three of them embodying 
electronic principles; one is a de- 
vice for using the IBM electric type- 
writer in conjunction with punched 
cards and one is a time recorder. 


The new IBM accounting ma- 
chine lists 150 lines of information 
a minute from IBM cards or accu- 
mulates information from IBM 
cards at the rate of 150 cards a min- 
ute. Type wheels in each of the 120 
printing positions can print 47 char- 
acters, including all letters and nu- 
merals and 11 special characters, in- 
cluding dollar and percentage signs 
and punctuation, in any position on 
a report form. The spacing of 10 
characters to the linear inch permits 
reduction in the size of forms and 
consequent savings in forms costs. 
A new feed makes possible repeated 
readings from one card. The ma- 
chine has provision for storing al- 
phabetical and numerical informa- 


tion until needed. Other new fea- 
tures are: 112 net balance counters, 
increased selector capacity, ability to 
print and cross-add totals in any de- 
sired sequence, and the inclusion of 
summary punch wiring on the con- 
trol panel. 


New Book is Boon 
To Toastmasters and 
After-Dinner Speakers 


“The Toastmaster’s Handbook,” by 
Herbert V. Prochnow. (Prentice- 
Hall, $3.95) 


LONG with the umpire, 
A the tax collector and the 

weatherman, a_ toastmas- 
ter’s lot is not always a very happy 
one. Too frequently a toastmaster 
is unable to enjoy his filet mignon 
because he is worrying about what 
he is going to say. Whether he has 
indigestion or not, banquet guests ex- 
pect him to be as eloquent as De- 
mosthenes, as urbane as Lord Ches- 
terfield, and as witty as Voltaire. 

Herbert V. Prochnow, frequently 
called Chicago’s most popular after- 
dinner speaker, reaches out a helping 
hand with a practical book that 
should be a part of every man’s li- 
brary, especially if you are, or ever 
expect to be the presiding officer of 
an association, club, lodge or business 
gathering. 

Not only is it packed with humor- 
ous epigrams and witticisms, it also 
contains a chapter on Responsibili- 
ties of the toastmaster, techniques of 
the toastmaster, ten fundamentals for 
the toastmaster, illustrations of 
actual introductions, illustrations of 
how speakers respond to toastmas- 
ters, interesting stories from intro- 
ductions and speeches, quotations for 
many different occasions and humor- 
ous stories for all occasions. 

The Toastmaster’s Handbook can 
be of invaluable assistance to the 
newly elected president of a Credit 
Men’s Association or chairman of 
various organizations or groups. But 
of even greater importance, it can be 
as manna from Heaven for the hun- 
dreds of thousands of persons each 
year who have to sit in utter self- 
defense and listen to those presi- 
dents, chairmen and other speakers 
who know not whereof they speak. 

Reviewed by Edwin B. Moran 
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William Fraser Celebrates 50th Year With Company 


Heimann, has done more for credit 

executives and their Association than 
perhaps any other man in the country 
completes fifty years with his company 
this month. It was during the month of 
August, 1899, that the new firm of J. P. 
Stevens & Co., Inc. had need of a man to 
come in and clean up a bad mess in the 
bookkeeping department. William Fraser 
was chosen and has remained with the 
company ever since. 


Born in New York of Scottish parents, 
William Fraser was educated in the pub- 
lic schools of the city. His first job was 
with the newly-founded St. Luke’s Hos- 
pital, from which he moved in a short 
time to the well-known commission house 
of Faulkner, Page & Co., where his twin 
brother John and their brother Daniel 
were also employed. That job was not 
satisfactory and he left very soon. After 
a couple of temporary jobs he made his 
connection with the J. P. Stevens firm 
and started the mutually pleasant rela- 
tionship which has continued for fifty 
years. He was elected Treasurer of the 
company on New Year’s Eve, 1923. 

One of the first things that William 
Fraser did after settling down in his new 
job was to join the New York Credit 
Men’s Association. His membership in 
that Association and his service to the 
credit profession date from 1900. And 
though the New York and National 
Associations have bestowed upon him the 
highest honors in their gift, the time and 
effort which he has expended in Associa- 
tion service far outweigh any honors re- 
ceived. He was a Director of the Na- 
tional Association from 1925 to 1928, 
Vice-President for two terms, 1928-29 
and 1929-30, and President for the year 
1930-31. Simultaneously, from 1926 to 
1928, he served as President of the New 
York Association. 

A man of fierce honesty himself, Wil- 
liam Fraser has always been an implac- 
able enemy of the commercial crook and 
in 1925 headed the committee which 
raised a million dollars for the founding 
of what is now known as the Fraud Pre- 
vention Department of the National As- 
sociation. He was most active in the 
formation of the department and served 
as its chairman for several years. 


T man who, to quote Henry H. 





His fund-raising abilities were put to 
good use also in 1947 when the New York 
Association was host to the Golden Ju- 
bilee Credit Congress. As chairman of 
the finance committee he did a superlative 
job, and in spite of the high quality of 
the entertainment during that convention 
he was able to bowl over all his contrib- 
utors by returning to them about 30% 
of their donations. 

Mrs. Fraser, the former Martha Brauti- 
gam, is a well-known figure in credit 
women’s circles and has maintained, in 
fact increased, her interest in credit wo- 
men’s groups constantly over the years. 
She is an honorary member of the New 
York Group and a regular attender at 
National Credit Women’s functions. 

Although he has been treasurer of his 
company for 26 years, William Fraser 
has retained firm control of the credit 
policy of his company, which can be 
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broadly summed up as accepting credit 
on a purely factual basis independent of 
influence from the sales department. A 
strict adherence to this policy and an out- 
standing record in the handling of bank- 
ruptcies have brought great prestige to 
his company. 

The lives of Mr. Fraser and his twin 
brother John have been fairly parallel. 
Both studied for their CPA at New 
York’s City College and both have pur- 
sued financial careers, John being a part- 
ner in the well-known accounting firm of 
S. D. Leidesdorf & Co. The physical re- 
semblance of the two is so striking as to 
make them practically’ indistinguishable. 
In fact their intimate friends find it hard 
to tell them apart. 

Our good wishes go to Mr. and Mrs. 
Fraser and congratulations to both him 
and his company for such a long and 
fruitful association. 
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A. F. Zoellner 

John K. Burch Co. 
217-219 Division Ave. So. 
Grand Rapids 2, Mich. 
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CREDIT AND FINANCIAL MANAGEMENT, August, 1949 








MEET THE 


FAMILY 







The new directors pose for their first picture. 
Left to right: R. W. Peterson, Seattle; Irwin H. 
Raunick, Buffalo; Laurence S. Day, Boston; Mrs. 
M. W. Deissroth, Wichita; Holden E. McManigal, 
Los Angeles; H. J. Lowry, Detroit, and E. W. Hill- 
man, Columbus. 


At the top right is the first picture taken of an entire National Board in some years. Starting from the immediate foreground and going 
round the table, we have Graham H. Rothweiler, Frederick H. Schrop (staff), M. J. Chesmar, H. L. Cummings, E. B. Gausby, F. G. Herbst, C. 
W. Cayten, L. C. Scott, H. H. Gloe, E. W. Lane, V. C. Eggerding, R. Young, E. N. Felio, Miss Ruth Hoctor (staff), H. H. Heimann, C. Callaway, 
jr, D. A. Weir, Mrs. Violet Leslie Johnson (staff), A. J. Sutherland, G. H. Nippert, R. W. Peterson, E. W. Hillman, L. S. Day, H. E. McMani- 
gal, |. H. Raunick, H. J. Lowry and D. M. Messer. Inside the “U” of the table, starting from the right foreground, the picture shows, A. L. 
Franklin, C. P. King (Seattle Secretary representing the Secretarial Council), G. W. Doxsey, E. B. Moran, S. J. Haider, Miss Joyce Bonner 


and C. D. Smith, the last five all of the NACM Staff, and Mrs. M. W. Deissroth. 


NATIONAL ADJUSTMENT BU- 
REAU EXECUTIVE COMMITTEE 


E. B. Gausby (Chairman) 
Warner and Swasey Company 
5701 Carnegie Avenue 
Cleveland 3, Ohio 


M. J. Chesmar 
Hubbard and Company 
6301 Butler Street 
Pittsburgh 1, Pa. 


Lawrence Holzman 


San Diego Whlsle. Credit Men’s Ass’n. 


524 B Street 
San Diego 1, Calif. 


Harry W. Voss 

Cincinnati Ass’n. of Credit Men 
722-25 Temple Bar Bldg. 
Cincinnati 2, Ohio 


NATIONAL CREDIT EDUCATION 
COMMITTEE 


J. Franklin Smith 
Monsanto Chemical Co. 
Everett, Mass. 


J. W. Lerch 

H. Levi Company 
800 Broadway 
Kansas City, Mo. 


Richard McCormick 
William Iselin & Co. 
357 Fourth Avenue 
New York, N. Y. 


William Lenga 


M. J. Davis Joseph Rub ; nie ‘ ; 
: : : Pp ubanow (Chairman) American Steel & Wire Co. 
~ York Credit Men’s Adjustment Manufacturers Trust Company Cleveland, Ohio 
ureau 


354 Fourth Avenue 
New York 10, N. Y. 


D. K. Porter 

Inter Mt. Ass’n. of Credit Men 
1008 Walker Bank Bldg. 

Salt Lake City, Utah 


NATIONAL COLLECTION BUREAU 
EXECUTIVE COMMITTEE 


Victor C. Eggerding (Chairman) 
Gaylord Container Corp. 

111 North 4th Street 

St. Louis 2, Mo. 


E. William Lane 
American Screw Company 
21 Stevens Street 
Providence, R. I. 


681 Eighth Avenue 
New York, N. Y. 


Howard S. Almy 

Collyer Insulated Wire Co. 
P. O. Box 61 

Pawtucket, R. I. 


G. T. Brian 
Noxzema Chemical Company 
Baltimore, Md. 


S. G. Jones 

Natl. Newark Essex Banking Co. 
744 Broad St. 

Newark, New Jersey 


Joseph A. Kennedy 
Electric Storage Battery Co. 
19th St. & Allegheny Ave. 
Philadelphia, Pa. 
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R. D. Roberts 
Union Oil Company 
Los Angeles, Calif. 


Berl Boyd 

Belknap Hardware & Mfg. Co. 
111 E. Main St. 

Louisville, Ky. 


G. C. Klippel 

Van Camp Hardware & Iron Co. 
401 W. Maryland St. 
Indianapolis, Ind. 


O. H. Berryman 
John Pritzlaff Hardware Co. 
Milwaukee, Wis. 


Miss Bess R. Havens 
First National Bank 
Chenango St. 

Binghamton, N. Y. 
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Ivan L. Hillman 

Dravo Corporation 
300 Penn Avenue 
Pittsburgh, Pa. 


Paul W. Cutshall 
South-Western Publishing Co. 
201 W. 4th St. 

Cincinnati, Ohio 


M. C. Ulmer 
Zellerbach Paper Co. 
San Francisco, Calif. 


Arthur Olson 
Federal Reserve Bank 
230 S. LaSalle St. 
Chicago, IIl. 


S. C. Butler 
Larus & Bros. Co. 
2lst and Main 
Richmond, Va. 


Fred J. Flom 

Detroit Edison Company 
2000 Third Ave. 

Detroit 26, Mich. 


FINANCE AND BUDGET 
COMMITTEE 


Charles E. Fernald (Chairman) 
Fernald and Company 

1110 South 20th Street 
Philadelphia 3, Pa. 


Bruce R. Tritton 
American Stove Company 
1825 East 40th Street 
Cleveland 3, Ohio 


Robert Young 
Bethlehem Steel Company 
Bethlehem, Pa. 


The membership of the other committees 
will be published in the September issue. 


Chicago Credit Men 
Seek to Amend Bulk 
Sales Law of State 


Chicago: Additional protection to cred- 
itors by further amendment of the IIlinois 
Bulk Sales Law was proposed by the 
Legislative Committee of the Chicago As- 
sociation of Credit Men in House Bill 885 
introduced in the House of Representa- 
tives at Springfield by Stanley C. Arm- 
strong and David I. Swanson, both rep- 
resenting districts in Cook County. 

The Bill was referred to the Committee 
on Judiciary and the CACM was repre- 
sented at a public hearing on the Bill. 
Some amendments were made by the 
Committee and the Bill was passed by 
the House and sent to the Senate. 

On account of the huge backlog of bills 
before the upper body during the closing 
days of the session there was not time 
for an extended discussion of the meas- 
ure and further action was postponed. 
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Women’s News 


Calling All Midwest Credit Women 


St. Louis, Mo.: The Credit Women’s 
Club of St. Louis is going “all out” to 
make the 1949 Conference for the Mid- 
west Region one of the most outstanding 
events of the year. 

The program planned will be timely and 
informative—the narrators and speakers 
will be men and women who are well 
known in the credit field—and last, but 
not least, the social angle is not over- 
looked. Get your club to send in their 
reservations early and be sure to “Meet 
us in St. Louie” October 21st, 22nd and 
23rd. 

e 

Los. Angeles: The Board of Directors 
of the Los Angeles Credit Women’s Club 
were hostesses at a tea at the beautiful 
home of Mrs. Fred J. Carpenter in West- 
wood on the afternoon of Sunday, July 
31st, 1949, honoring Miss Bess Marshall, 
newly elected Chairman of the Women’s 
National Executive Committee. Guests 
were members of the club, past presidents 
and the wives of the officers and directors 
of the Los Angeles Credit Managers’ 
Association. 

é 

Memphis: The Memphis Credit Wom- 
en’s Group held a most enjoyable meeting 
June 21 at the Hotel Chisca. The speaker 
of the evening was Dr. Hudson Jost, who 
gave an address on “Motivation.” Five 
guests were present at the meeting in- 
cluding the group’s protege of the year. 

a 

Wichita: Lack of space in the July 
issue prevented us from giving full cov- 
erage to the installation meeting of the 
Wichita Credit Women’s Group. Here 
it is in full. 

The Wholesale Credit Women of 
Wichita dined in an atmosphere of spring 
gayety when they met Wednesday evening 
in the Colonial room of Innes tearoom. 
Arrangements of spring flowers and tall 
ivory tapers in crystal bowls and can- 
delabra complemented the large center- 
piece of yellow tulips and purple iris to 
pretty up the table. The Mu Phi vocal 
trio from W. U. held the appreciative 
attention of the diners despite the deluge 
of rain which vied with their singing. At 
the close of the meeting officers for the 
ensuing season were installed; They 
were: Mesdames (Hazel Schauner, presi- 
dent; Lucille Dean, first vice president; 
Louise Lawhon, second vice president; 
Ina Mae Finch, corresponding secretary ; 
Misses Dorothy Landreth, recording sec- 
retary, and Betty Gray, treasurer). Mrs. 
Freddie Deissroth is sponsor and coun- 
cilor of the group, and Mrs. Vivian 
Garber is the retiring president. Com- 
mittee chairmen appointed by Mrs. 
Schauner included: Mesdames Gussie 
Nice, membership; Lillie Mae Locke, 
parliamentarian; Marguerite Warner, 
publicity; Freddie Deissroth, education 
and scholarship, and Vivian Garber, 
courtesy. 


Piedmont President 
Explains Change of 
Association's Name 


Charlotte: There having been many 
enquiries as to why the Charlotte Aggo. 
ciation of Credit Men suddenly vanished 
and the Piedmont Association came into 
being, President W. L. Prunty, Pure Qj 
Company, has this explanation: 

Wishing to broaden its territory beyond 
the confines of Charlotte, N. C., and take 
in members from both the Carolinas, and 
feeling that some firms with headquarters 
out of the city would not realize the As- 
sociation’s wide coverage, the members 
sought a name which would give a real 
indication of its territorial extent. After 
some debate and after considering many 
suggestions the consensus was that “Pied- 
mont Association of Credit Men” would 
be the most accurate title for the As- 
sociation. 

The Secretary, S. E. Callahan, West- 
inghouse Electric Supply Co., and the 
address, P. O. Box 1030, Charlotte 1, 
N. C., remain the same. 


Placement Bureau Service 
Planned by Columbus Assn. 


Columbus: As an added service to 
members the Columbus Credit Associa- 
tion is planning a placement bureau. A 
committee has been appointed for the 
purpose of helping any companies who 
may have openings in their credit de- 
partments to find people competent to 
fill them. 


Cincinnati Picnic Draws 
Large Crowd Despite Rain 


Cincinnati: 437 attended the 16th an- 
nual picnic staged by the Cincinnati As- 
sociation of Credit Men despite down- 
pours on the eve and the morning of the 
event. The weather cleared up, however, 
and the picnic was a huge success. Many 
fine gifts made the outing even more 
successful. 

The Association plans a golf tourna- 
ment at the Hartwell Country Club on 
Thursday, August 18. 


Legislative Representatives 
of Ohio Meet at Columbus 


Columbus: A meeting of the legislative 
representatives of the Ohio Association 
met in Columbus July 9. Representatives 
were present from Cincinnati, Cleveland, 
Toledo, Dayton and Youngstown. 

€ 

Oakland: July proved to be a headline 
meeting which was held at the Virginian, 
a dinner meeting with 25 in attendance. 
Mr. Jamison, President of the Whole- 
salers Credit Association, gave a very 
interesting and instructive report of the 
Atlantic City Conference. 

Ellen Anderson reported on the plans 
for the coming Seattle Conference and it 
is hoped that about ten of the Oakland 
group will be in attendance. 
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Welcome to the 
130th Association 


Nashville: The 130th affiliated Asso- 
ciation has been founded here with an 
initial membership of forty-eight mem- 
bers. The Association will cover general 
Association activities and hopes to in- 
corporate service departments at an early 
date. 

Cullen E. Baker, J. W. Carter & Co., 
is President. There are two Vice-Presi- 
dents: William E. B. Harris, Braid Elec- 
tric Co., and H. Russell Mabry, Mc- 
Whorter-Weaver & Co. The Secretary 
is James J. McCormick. 

The Association hopes to double its 
starting membership which includes five 
who have transferred from the Chatta- 
nooga Association. The full name and ad- 
dress of the Association is: 

Nashville Credit Men’s Association, 

Nashville Trust Bldg. (2nd Floor), 

Nashville 3, Tenn. 


Rutgers Repeats 
Course in Credits 


Newark: The complete success of the 
course in credit management sponsored 
last year by the New Jersey Association 
of Credit Executives and Rutgers Uni- 
versity Extension has prompted the two 
organizations to cooperate again in such 
a course. The course not only offers every 
subject necessary for the completion of 
requirements for Associate and Fellow 
awards but also leads to a certificate 
in credit management awarded by the 
University. 

The subjects covered are general eco- 
nomics I and II, elementary accounting 
I and II, public speaking, credits and 
collections—principles, business law I and 
II, advanced credits, applied psychology, 
credit management problems, salesmanship 
and personality I and II, financial state- 
ment analysis, technique of supervision 
and various elective subjects. 


St. Paul Officers 
Attend Meeting of 
La Crosse Members 


La Crosse, Wis.: National Director 
H. L. Cummings and Secretary T. E. 
Reynolds of the St. Paul Association 
visited La Crosse June 29 on the invita- 
tion of L. A. Ducharme, credit manager 
of La Crosse Rubber Mills Co. Lunch 
was served at the Stoddard Hotel to 
which members of the NACM and addi- 
tional guests were invited. A full report 
of the activities of the local and National 
Associations was given. La Crosse in- 
dustry and financial institutions have al- 
Ways supported the program of the Na- 
tional Association of Credit Men. Those 
attending were guests of the St. Paul 
Association. 


Gus Horn Reports 
Changes in State 
C.0.D. Shipment Rule 


Omaha: Following a public hearing 
held May 25, 1949, the Nebraska State 
Railway Commission has amended its rule 
governing the handling of C.O.D. ship- 
ments and the funds collected by motor 
vehicle common carriers. Therefore, Rule 
No. 31, National Motor Freight Classifi- 
cation No. 9 as amended becomes effec- 
tive August 1, 1949, in essence, as follows: 

A bond in the amount of $2500 pro- 
tecting the consignor, will be required of 
all common motor vehicle carriers han- 
dling C.O.D. shipments. 

Monthly reports should be made to the 
Commission pertaining to C.O.D. collec- 
tions which have not been remitted within 
the ten day period allowed. Also C.O.D. 
collections should be made by certified 
check, postal or express money order, 
bank draft or cashier’s check and be made 
payable to the shipper or party entitled 
to receive the C.O.D. returns as deter- 
mined by the bill of lading. 


—G. P.H. 


Recreation Director Is 
Speaker at New Orleans 


New Orleans: John Brechtel, assistant 
executive director of the New Orleans 
Recreation Department spoke at the July 
27 luncheon of the New Orleans Credit 
Men’s Association. The association is 
continuing its bi-weekly luncheons 
throughout the summer. 

Mr. Brechtel described the department’s 
summer program. He has been with the 
department since January 1, 1947, having 
been previously head football coach at 
Warren Easton High School. 


Two Credit Groups Founded 
By Knoxville Association 


Knoxville: The Knoxville Association 
of Credit Men has founded two credit 
groups, the nucleus around which it is 
hoped to build many more. This is the 
first such venture for the Association. 
27 members are enrolled in the groups 
at present and attendance is almost 100%. 


Baltimore Ex-Director 
Heads Civic Commission 


Baltimore: George J. Clautice, a Na- 
tional Director from 1926 to 1928, has 
been named President of the Baltimore 
Criminal Justice Commission. The organ- 
ization is a fact-finding body intended to 
promote “efficient administration of crim- 
inal justice” in Baltimore. 





The family of Mell Oliver wish to 
express their appreciation to the many 
credit friends of Mr. Oliver for their 
kind expressions of sympathy during 
their recent bereavement. 
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Two Prominent 
Chicago Members 
Passed Last Month 


Chicago: Two men, Henry T. Smith, 
of Bradner Smith and Company, and 
William J. McMillan, N. K. Fairbank 
Company, no longer commercially active, 
both of Chicago, and for many years 
prominent in the work of the National 
Association of Credit Men, passed away 
recently within a few days of each other. 
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Henry T. Smith 
as he appeared when a director 


Henry T. Smith attended the meeting 
in Handel Hall, Chicago, on the afternoon 
of November 7, 1896, when the Chicago 
Association of Credit Men was founded. 
At that time he was Credit Manager of 
Bradner Smith and Company. The late 
James B. Forgan, Sr., at that time First 
Vice-President of the First National Bank 
of Chicago, who had issued the call for 
the meeting, appointed Mr. Smith on the 
Committee to Nominate Officers of the 
newly formed Association. Bradner Smith 
and Company, together with some 25 
other Chicago firms whose names were 
on the first roster, are still members of 
the Association with a continuous record 
of 53 years. 


Mr. Smith was connected with Bradner 
Smith and Company for 68 years con- 
tinuing as Treasurer of the Company 
until his death. He was an early worker 
in the National Association of Credit 
Men and from 1905-08 served on the 
Board of Directors. He was President, 
Vice-President and a Director of the 
Chicago Association of Credit Men. 

Mr. McMillan was with the N. K. Fair- 
bank Company continuously for 35 years, 
first in Chicago, then in Montreal and 
then in New York City. The Company 
joined the Chicago Association of Credit 
Men shortly after its founding and con- 
tinued active until its dissolution. Mr. 
McMillan came to Chicago in 1900 and 
immediately took an active part in Asso- 
ciation work. He was President when 
the annual Convention of the National 
Association was held in Chicago in 1907. 
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Former Assistant 
At Pittsburgh is 
Elected Secretary 


Dudley R. Meredith 


Pittsburgh: Dudley R. Meredith, for- 
merly assistant Executive Manager of the 
Credit Association of Western Pennsyl- 
vania, has been elected Secretary-Execu- 
tive Manager to succeed the late H. M. 
Oliver. 

Mr. Meredith has been with the Asso- 
ciation ever since his graduation cum 
laude from the University of Pittsburgh 
which awarded him the degree of Bache- 
lor of Science in Economics. His first 
position with the Association was assist- 
ant manager of the Credit Interchange 
Bureau. Later he was made operating 
manager of the Bureau and three years 
ago assistant secretary and executive 
manager. He has also served as secretary 
of several credit groups. 


Johnstown: The members of the 
Johnstown Group of the Credit 
Association of Western Pennsyl- 
vania toured the Johnstown Sani- 
tary Dairy Co. following their 
regular meeting on July 20. 


335 Attend Annual 
Frolic at French Lick 


Louisville: The Louisville Association’s 
annual summer frolic took place at the 
French Lick Springs Hotel, French Lick 
Springs, Ind., on Saturday and Sunday, 
July 23 and 24. A full program of enter- 
tainment was provided, including golf, 
tennis, swimming and a bridge party for 
the ladies. 

In all 335 people attended the frolic, in- 
cluding delegations from the Cincinnati 
and Lexington Association. President 
Herman M. Kessler presided at the Sat- 
urday night banquet at which Henry H. 
Heimann spoke briefly. 
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Cooperation Pays 


Off in Los Angeles 


Los Angeles: Recently a series of 
frauds being perpetrated on the appliance 
wholesalers in the Los Angeles territory 
(reported in the July issue) was uncov- 
ered by the joint actions of some alert 
credit executives, the “‘Bunco Detail” of 
the Los Angeles Police Department and 
the Los Angeles Credit Managers’ Asso- 
ciation. 

The system worked this way: The party 
involved would call at the order desk of 
the appliance wholesaler or manufacturer, 
presenting a forged or fictitious order for 
two or three refrigerators or stoves. The 
forged order would be in the name of a 
recognized dealer, delivery being made to 
a truck driven by the person delivering the 
order. The fraud would not be discovered 
until the item in question had been billed 
and the seller’s attention called to the 
error by the alleged purchaser. 

An order of this type was presented to 
Kinney Brothers, and when Ed Walters, 
Credit Manager, became aware of the 
circumstances, he immediately. contacted 
a Lieutenant in the Bunco Division of the 
Los Angeles Police Department. There- 
upon, he ascertained that other complaints 
of a similar nature were on file. The 
difficulty faced by the Police Department 
was in alerting the potential victims so 
that they might be on the lookout for the 
party involved. 

Instantly Ed Walters thought of the 
Association, explained its facilities to the 
Police Lieutenant, the Association was 
called and a bulletin prepared and issued. 

On Friday, June 24, the information 
was given to the Los Angeles Credit 
Manager’s Association and a bulletin pre- 
pared by the Police Lieutenant was imme- 
diately sent to the entire membership. 

The bulletin reached the desks of the 
membership June 27 and before noon a 
call was received from Dorsey Caldwell, 
of O’Keefe & Merritt, who advised that 
they had been a victim of the same fraud. 
Some time past they had put into effect a 
system which required the delivery clerk 
to note the make and license number of 
every truck, other than that of a com- 
mon carrier, to which delivery was made 
from the platform. A protest on the part 
of the dealer whose name had been forged 
to the order brought an immediate check, 
and through the license number they were 
able to trace the legal owner, and from 
this source the registered owner involved. 
This brought a contact with the party to 
whom the stoves were delivered and they 
recovered from him the value thereof. 

When the bulletin reached Mr. Cald- 
well’s desk, he immediately thought of 
the instance in which he had been in- 
volved, noted that the description of the 
individual and truck tallied, and called 
the association office. The Lieutenant of 
the Police Department immediately con- 
tacted Mr. Caldwell, and through his 
wholehearted cooperation, obtained the 
necessary clues to locate this person. 


He was located in a small mountain re. 
sort approximately 100 miles from Los 
Angeles, brought back and confined jp 
the county jail, after the police had ob- 
tained from him a full confession. 

On July 14, he appeared before Division 
3 of the Municipal Court and was held 
for trial in Division 41 of the Superior 
Court, set for August 3rd. He was held 
on several counts. 

This is a very graphic demonstration 
of the slogan of your National Associa- 
tion: “Cooperation is not a sentiment—it 
is an economic necessity.” It is a further 
demonstration that the services of your 
Association go beyond the so-called tan- 
gible services that are referred to, per- 
haps for want of a better term, as “in- 
tangibles.” They are as meaningful and 
have as much or a greater value than 
those that are visual. 


Syracuse Plans New 
Educational Program 


Syracuse: The educational committee 
of the Syracuse Association of Credit 
Men has just announced the new educa- 
tional program which is being inaugurated 
in cooperation with Syracuse University, 

Dr. Carl D. Smith, director of educa- 
tion and research made a special trip to 
Syracuse to confer with members of the 
Association and university on the formu- 
lation of the curriculum. The program 
follows closely that suggested by the Na- 
tional Educational Committee. 

A large enrollment is expected. 


Toledo Education Program 
Gradually Taking Shape 


Toledo: President T. M. Sherman, To- 
ledo Steel Products Co., Vice-President 
R. H. Melone, Electric Auto-Lite Co. 
and Secretary-Manager G. E. Lawrence 
of the Toledo Association visited Bowling 
Green State University recently to discuss 
the establishment of NIC courses with 
the Dean of the School of Business Ad- 
ministration. The education committee of 
the Association held its initial meeting 
on July 12. Plans for the coming year 
were discussed. 


Baltimore President 
Now Is Head of Bank 


Baltimore: Stanley B. Trott, President 
of the Baltimore Association of Credit 
Men, was recently elected President of 
his company, the Maryland Trust Co. 
He had been a vice-president of the bank 
since 1942. With his advancement to 
President Mr. Trott was elected to the 
Board of Directors. 


Annual Picnic at Des Moines 


Des Moines: The credit executives of 
Des Moines again journeyed to Grand- 
view Park for the annual picnic July 16. 
Again it was a family affair featuring 
ball; games, free pop, peanuts and _ ice 
cream and a huge selection of prizes. 
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WITH REGRET 


We announce the passing of these 
members of the Association: Henry T. 
Smith, Treasurer, Bradner Smith and 
Company and one of the founders of the 
Chicago Association of Credit Men, at 
Chicago, Ill.... H. M. Oliver, Secre- 
tary-Manager, Credit Association of 
Western Pennsylvania, Pittsburgh, Pa. 
_,. Abe Millman, President, National 
Acceptance Co., Chicago... Bernard W. 
Willard, Credit Manager, Creamery 
Package Co., Chicago... W. N. Knight, 
President, Roth Rubber Co., Chicago 

Joseph J. Courtney, Credit Man- 
ager, White Fuel Corporation, Boston, 
Mass.... J. S. Watson, Credit Manager, 
Fulton Paper Co., Atlanta, Ga.... G. W. 
Clark, Manager, General Electric Sup- 
ply Corp., Des Moines, Iowa... L. 
Rothenhofer, Credit Manager, North- 
west Marine Distributors, Inc., Seattle, 
Wash. . . . E. C. Lindfelt, Manager, 
Lindfelt Mfg. Co., Des Moines, Iowa. 


Harry W. Thompson 

Framingham, Mass.: Harry W. 
Thompson, credit manager of General 
Seafoods Corp., died July 15. He had 
been a director of the Boston Association 
and an instructor in credit management at 
Northeastern University and the Har- 
vard University Extension, 


President Callaway Is 
Guest Speaker; Helms 


Honored at Bristol 


Bristol, Va.-Tenn.: C. Callaway, Jr., 
President of the National Association of 
Credit Men was the guest speaker at a 
meeting of the Appalachian Association 
of Credit Men July 21. He spoke on “Na- 
tional and Local Associations and Their 
Place in the Economy.” 

A presentation was made to George D. 
Helms, who recently resigned as Secre- 
tary-Manager. He is ‘succeeded by J. G. 
Shankel. 


Grand March Leader Has 
Broken Leg; Is Recovering 


Cincinnati: July was a bad month for 
W. G. Drexelius, chairman of the Cin- 
cinnati Association’s entertainment com- 
mittee and perennial leader of convention 
grand marches. First Mrs. Drexelius left 
for a seven week trip to see her father 
in England, leaving Mr. Drexelius to 
“bach” it. Then a week later Mr. D. 
had a nasty fall at his summer cottage 
at Boone Lake, Ky., and suffered a 
compound fracture of his leg. The leg 
is mending, however. He is, or was at 
Press time, at St. Elizabeth Hospital, 
Covington, Ky. 


Mrs. Pilsbury Hooks Winner 

New Orleans: Mrs. Edward Pilsbury, 
Wife of the former National President, 
recently won an outboard motor at Fort 
Walton, Fla., for landing the largest bo- 
nito—a 12%4-pounder—during the annual 
Eastward Ho! cruise. The Pilsburys 
were taking part in the cruise aboard 
their yacht Nedra. 


Confidentially Speaking 


Henry Wendt, formerly Credit Manager of the Graybar Electric Co., at Rich- 
mond, Va., more lately Central Pacific District Credit Manager at San Francisco, 
has been appointed Eastern District Credit Manager at New York City.... A. G. 
Paul, who replaces Mr. Wendt at San Francisco, transfers from Philadelphia . . . 
Leon J. Comeau has succeeded Joseph J. Courtney, deceased, as Credit Manager 
at White Fuel Corporation, Boston, Mass....B. F. Eshleman succeeds C. C. Thi- 
baut as Credit Manager at The Foster Company, Inc., New Orleans, La... . 
R. Perry Yeatman, formerly Treasurer, National Savings & Trust Co., Washing- 
ton, D. C., has been elected Vice-President ... A. E. Pelton has succeeded H. T. 
Anderson, as Credit Manager of United States Steel Supply Co., St. Paul, Minn. 
... Joseph M. Schoen formerly Assistant-Secretary, Central Trust Co., Rochester, 
has been made an Assistant Vice-President. 

Victor E. Lee has been elected Secretary of The Jefferson Electric Company, 
Bellwood, Ill... . George Nolan has been elected Secretary of the Simplicity 
Pattern Co., New York City ... Follansbee Steel Corp., Pittsburgh, Pa., has an- 
nounced that Philip K. Poulton has been elected Secretary-Treasurer ... G. E. 
Swanson has been elected Treasurer of Henry Disston and Sons, Inc., of Illinois, 
Chicago... R. D. Trinler is now Credit Manager at Wood-Mosaic Co., Louisville, 
Ky., succeeding E. V. Bulleit who has been transferred to the Tennessee office... . 
Leonard H. Kraus replaces Samuel Kart as Credit Manager for Joseph Berlinger 
Co., New York City ... Pete Flora replaces J. W. Piplin as Credit Manager of 
Vinson Supply Co.,. Dallas Texas . .. Walter Rischer now represents Rozier-Ryan 
Co., St. Louis, Mo., as Credit Manager. 

C. J. Vance, Chicago Fire Brick Company, Chicago, is recovering from a recent 
operation at the West Suburban Hospital ...R. C. Lyon has been appointed 
Assistant Treasurer of Pheoll Manufacturing Co., Chicago ... John W. McIntosh 
is the new Business Manager at WGRC Radio Broadcasting Station, Louisville, Ky. 
... Miss Charlotte Levy is now Credit Manager at Reliatex, Inc., Los Angeles, 
Calif....E. O. Harris succeeds J. B. Fugate, retired, as Credit Manager at Aber- 
nathy Furniture Company, Kansas City, Mo. ... Roy Hamilton, formerly of the 
Dallas office, now Credit Manager at Graybar Electric Co. at Houston, Texas. Phil 
Johnson will carry on succeeding Mr. Hamilton at Dallas ... Mrs. J. Blake Weldon 
now represents Joe Simpkins, Inc., St. Louis, Mo., in charge of credits ... Michael 
Putnam succeeds W. C. Cannon, as Credit Manager for Pure Oil Co., Chattanooga, 
Tenn. 

R. F. Feeney succeeds Thomas Meagher as Credit Manager of Lederle Labora- 
tories, Dallas. Mr. Meagher has been transferred to New Orleans as Branch 
Manager of the company ... Jules Alexandre, Inc., is now represented in credits 
by Jules Alexandre, replacing S. N. Prescott ... F. L. Baron is now Credit Man- 
ager at J. F. Kurfees Paint Co., Louisville, Ky., succeeding Mr. Martin, resigned 
... Jack E. Rust is the new Credit Manager at Spazier Soap & Chemical Com- 
pany, Los Angeles, Calif. ... Miss Charlotte Sprague succeeds Mrs. Nelva Jones 
in charge of credits at Marvel Merchandising Co., Chattanooga, Tenn... . Mrs. 
Margaret L. Tuma is now looking after Credits and Collections at Paragon Revo- 
lute Corp., Rochester, N. Y.... Walter E. Tull has taken charge of the Credit 
Department at Lowe Brothers Company, Indianapolis, Ind. 

Harry G. Zimmermann is now President and Treasurer of the Rehm Hardware 
Company, Chicago ... Richard C. Chapman is now Credit Manager at Jay Gere 
Corporation, Syracuse, N. Y.... Chas. E. Keen succeeds Mr. Shadburne as Credit 
Manager at Feeders Supply Co., Louisville, Ky. ... Robert Zurback has taken 
over Credit Management at Zurback Steel Company of California, Inc., Los Angeles 
... Robert Cochran is now Credit Manager at St. Louis Vinegar & Cider Co., St. 
Louis, Mo. ... Frank M. Benson is now Credit Manager at Arthur S. LaPine & 
Co., Chicago ... K. E. Chadwick is the new Credit Manager at The American 
Lubricants Co., Dayton, Ohio ... John F. Fox has been appointed Manager of 
the Credit Department at the Security Trust Company, Rochester, N. Y.... Miss 
Lorraine Hester, Credit Manager, lowa Radio Corp., Des Moines, Iowa, was married 
to Kenneth Cleeavenger on June 12... G. E. Brown, Treasurer Guibert Steel Co., 
Pittsburgh, is well on the road to recovery after a serious operation... E. J. Bla- 
lock now represents Blalock-Knighton Fruit Co., Inc., Shreveport, La., in the 
Association membership. 

Albert T. Mason, formerly Vice-President, Liberty Title & Trust Company, 
Philadelphia, Pa., has been elected Vice-President and Treasurer. Arnold Abbruz- 
zetti, formerly Assistant Vice-President, has been elected Vice-President . . 
Wm. G. Colvin is the new Credit Manager at D. L. Clark Co., Pittsburgh, Pa... . 
Richard R. Belser, Accountant, adds management of the Credit Department to his 
duties at Stanley Marks Tractor Company, Cleveland, Ohio... Miss Lorraine Krue- 
ger is now Credit Manager at Coatings & Chemicals Corp., Chicago... R. M. Clark 
succeeds H. W. Antonine as Credit Manager at Russell Belden Electric Co., Joplin, 
Mo....A.H. Rilinger succeeds J. A. Francis in Credit Management at W. T. 
Foley Electric Co., Kansas City, Mo. ... Malcolm B. Nicholson is now Credit 
Manager at Empire Gas & Electric Equipment Co., Denver, Colo... . L. B. Ritz 
replaces Chas. Matson as Credit Manager at Pacific Tractor & Equipment Co., 
Seattle, Wash. 


CREDIT AND FINANCIAL MANAGEMENT, August, 1949 39 





The YOU - Attitude 


(Continued from Page 23) 


This anticipating of readers’ objec- 
tions is one of the most important of 
the operations dependent on the 
you-attitude. 


INALLY, how is all this reve- 

lant to credit and collection let- 
ters? Let’s take a look at a fairly 
typical letter refusing credit: 


Dear Mr. Cutler: 


Thank you for your letter of April 
18 requesting a credit arrange- 
ment. 

We notice from your financial 
statement that your assets and lia- 
bilities are somewhat short of the 
two-to-one ratio which we believe 
is essential to a sound financial 
condition. We will be glad to ex- 
tend credit privileges as soon as 
this ratio is attained. 

In the meantime we would wel- 
come any orders that you may 
care to place with us on a cash 
basis. 


Cordially, 


This is a pretty good letter. It dem- 
onstrates the you-attitude in two 
ways: it prepares the reader for the 
refusal-statement by giving the ex- 
planation first, and it softens the im- 
pact of the refusal by putting it in a 
positive form (“We will extend 
credit as soon as—’’) instead of a 
negative (“We cannot extend credit 
at this time.” ) 

But there are at least two notable 
faults in the letter, both fairly easy 
to discover if we adopt the reader’s 
probable viewpoint (the letter will 
disappoint him, and he is therefore 
likely to seize any opportunity to put 
the blame on the writer rather than 
on himself). They are (1) the impli- 
cation that the writer’s firm is classi- 
fying the reader’s financial condition 
as unsatisfactory simply on its own 
authority (“ratio which we believe is 
essential”), and (2) the mercenary, 
outstretched-palm suggestion in the 
last paragraph. The you-attitude, 
therefore, dictates two important 
changes: 


(1) We notice from your finan- 
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cial statement that your assets 
and liabilities are somewhat 
short of the two-to-one ratio 
generally held essential to a 
sound financial condition. 

In the meantime you can, of 
course, receive prompt service 
and the usual 2% cash dis- 
count on all cash or C.O.D. 
orders. 


aero difficulty in writing or 
evaluating collection letters is 
that no collection letter can be con- 
sidered simply by itself: it must be 
judged largely in its relation to two 
external factors—the kind of risk to 
whom it is addressed, and the posi- 
tion it occupies in a collection series. 
For the purposes of illustration here, 
let’s take the first and last letters to 
an average risk, based on a hypo- 
thetically average collection policy. 


LOS ANGELES 
INVITES YOU 
54th Annual 


Credit Congress 
May 14-19, 1950 


The first letter in the series may 
read something like this: 


Gentlemen : 

Although you received a statement 
from us on March 1 and a re- 
minder on March 21, we have 
heard nothing from you. 

The amount is $325.67; we shall 
appreciate your prompt remit- 
tance. 


Yours truly, 


This is probably a better-than-aver- 
age letter—it is certainly better than 
the letters of the you-have-failed-to- 
respond and you-have-neglected-to- 
reply school. But here again the you- 
attitude suggests a couple of im- 
provements: (1) changing the dog- 
matic “Although you received” to 
“Although we sent,” and (2) adding 
to the last paragraph “. .. your 
prompt remittance — or at least an 
explanation and some indication of 
when we can expect payment.” 
The purpose of the last letter in a 
collection series is to move the reader 


to action that will make it unneces. 
sary to carry out any threat made in 
the letter. The aim is not, for ip. 
stance, to haul him into court; it js 
to keep him out of court, to get him 
to pay. Let’s look at three sample 
letters : 


(A) Gentlemen: 
Since you begrudge us even 
the courtesy of a reply to our 
collection notices, we are in- 
structing our attorneys to 
initiate suit. 
Yours truly, 


(B) Gentlemen: 
Could you please send us the 
name of a good lawyer in 
your territory ? We may have 
to sue you. 
Amount: $782.36. 


Yours truly, 


(C) Gentlemen: 
Though we have sent youa 
statement, two reminders, 
and two letters about your 
unpaid balance of $782.36, 
we have yet to hear from 
you. We will start suit on 
June 4. 

You can avoid the conse- 
quences of such action—the 
judgment, the court costs, 
the attorneys’ fees, and the 
general inconvenience en- 
tailed—by sending your re 
mittance (or by informing us 
when we can expect it) be- 
fore June 4. 


Yours truly, 


Letter A is nothing more than a dis 
courteous announcement ; if the debt- 
or had any intention of paying, the 
thinly veiled invective in the “be 
grudge” crack would doubtless ren- 
der the letter a failure by egging him 
into belligerence, by simply making 
his hackles rise. Letter B is a good 
(and very famous) example of the 
“direct” approach, blunt yet civil; 
it shows some you-attitude—notict 
the “may.” Letter C illustrates the 
you-attitude by letting the debtor 
know when suit will be started and 
emphasizing the trouble it will caust 
him; it really does give him a final, 
definite chance to pay. 

Such, then, is the you-attitude. I 
there is such a thing as a “key” ‘0 
successful business correspondence, 
surely the you-attitude, and we have 
here tired to define it, is that key. 
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